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USE OF NATIONAL SERVICE LIFE INSURANCE TRUST 
TO CREATE SECONDARY MARKET FOR HOUSING 
LOANS—DEFINING CERTAIN TERMS IN RELATION TO 
GI HOME LOANS—BARRING REFERRAL OF DIRECT 
LOANS TO VOLUNTARY HOME MORTGAGE CREDIT 
PROGRAM OR OTHER GOVERNMENT AGENCY 


TUESDAY, MARCH 13, 1956 


Hovse or REPRESENTATIVES, 
SUBCOMMITTEE ON HovusINe OF THE 
CoMMITTEE ON VETERANS’ AFFATRS, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to call, in the committee 
room of the House Committee on Veterans’ Affairs, Hon. Ed Ed- 
mondson (chairman of the subcommittee) presiding. 

Mr. EpMonpson. The Subcommittee on Housing will come to order. 

The meeting this morning is to hear witnesses in connection with 
10 different bills. The first bill we have on the agenda for today is 
H. R. 9136. Wealso have before us H. R. 9259, H. R. 9263, H. R. 9283, 
H. R. 9288, H. R. 9260, H. R. 9264, H. R. 9282, H. R. 9287, and H. R. 
9362. The bills will be inserted in the record at this point. 

(The bills referred to are as follows :) 


[H. R. 9136, 84th Cong., 2d sess. ] 


A BILL To amend the National Service Life Insurance Act of 1940 to authorize the 
Secretary of the Treasury to purchase loans guaranteed under the Servicemen’s Read- 
justment Act of 1944 from the National Service Life Insurance Fund, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 605 of the National Service Life 
Insurance Act of 1940 (38 U. S. C., Sec. 805), is hereby amended by adding at the 
end thereof the following: 

“(C) (1) The Secretary of the Treasury is hereby authorized to invest and 
reinvest not in excess of 20 per centum of such fund by purchasing, or committing 
to purchase, loans guaranteed pursuant to Section 501 of the Servicemen’s Re- 
adjustment Act of 1944, as amended, in order to stabilize the price at which such 
loans generally will be salable to investors, upon a finding that private capital is 
available in the geographic area only at an excessive discount. The price to be 
paid for such loans shall not exceed the unpaid principal balance thereon, plus 
accrued interest. Loans will be eligible for purchase hereunder only if guar- 
anteed subsequent to the enactment of this subsection, and loans so purchased 
may be sold for an amount not less than the unpaid principal balance plus accrued 
interest. If any loan acquired under this subsection by the Secretary of the 
Treasury shall default, the Federal National Mortgage Association, after deter- 
mining the default to be insoluble, shall exchange for such loan a loan from its 
portfolio which is guaranteed under such Act, which is not in default and which 
is approximately equal in value to the unpaid principal balance on the defaulted 
loan, plus accrued interest, with any necessary adjustment being effected by a 
cash payment. 
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“(2) The Federal National Mortgage Association shall carry out all of the 
functions with respect to the purchase, exchange, servicing, or sale of such loans. 
The Secretary shall reimburse the Federal National Mortgage Association for 
expenses incurred by it in carrying out such functions from the income derived 
from such loans: Provided, That such expenses shall not exceed three-fourths of 
1 per centum per annum of the outstanding principal balance of such loans.” 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF 
VETERANS’ AFFAIRS, 
Washington 25, D. C., March 12, 1956. 
Hon. O1rin E. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Dear Mr. TeEaGuE: This will refer to your request for a report by the Veter- 
ans’ Administration on H. R. 9136, 84th Congress, a bill to amend the Nation- 
al Service Life Insurance Act of 1940 to authorize the Secretary of the Treasury 
to purchase loans guaranteed under the Servicemen’s Readjustment Act of 1944 
from the national service life insurance fund, and for other purposes. 

The primary purpose of this bill is, apparently, to stabilize the mortgage 
market for GI-guaranteed loans. To this end, section 605 of the National Serv- 
ice Life Insurance Act of 1940, as amended, would be amended to authorize the 
Secretary of the Treasury to invest up to 20 percent of the national service 
life insurance fund, by purchasing or committing to purchase home loans guar- 
anteed by the Veterans’ Administration under section 501 of the Servicemen’s 
Readjustment Act, upon a finding (presumably by the Secretary) that private 
capital is available in the geographic area only at an excessive discount. This 
authority would be limited to loans guaranteed subsequent to enactment of the 
bill. 

‘he price paid for such loans could not exceed the unpaid principal balance 
thereon, plus accrued interest, and loans so purchased could be sold for an 
amount not less than the unpaid balance plus accrued interest. In the event 
that a loan so purchased by the Secretary of the Treasury reaches the stage of 
“insoluble” default, as determined by the Federal National Mortgage Associa- 
tion, the latter would be required to exchange for it a VA-guaranteed loan not 
in default from the portfolio of the Federal National Mortgage Association. It 
is specified that in such a case the exchange loan must be of approximately equal 
value to the unpaid balance on the defaulted loan. Any necessary adjustment 
between the amount of the defaulted loan and the exchange loan would be ef- 
fected by a cash payment. The purchase, exchange, servicing, or sale of such 
loans would be handled by the Federal National Mortgage Association which 
would be reimbursed by the Secretary of thggTreasury from the loan income for 
expenses incurred, up to three-fourths of 1 percent per annum of outstanding 
principal balance of such loans. 

Under the provisions of section 501 of the Servicemen’s Readjustment Act, as 
amended, loans made to veterans for the purchase, construction, repair, altera- 
tion, or improvement of homes (including the purchase of land on which there is 
a farmhouse, the construction of a farmhouse on land owned by the veteran, 
and the repair, alteration, or improvement of a farmhouse) are guaranteed by 
the Government in an amount equal to 60 percent of the loan, but not to exceed 
$7,500. The rate of interest on these loans may not exceed 444 percent per 
annum. 

In connection with the purpose of the proposed legislation to provide addi- 
tional funds for VA-guaranteed loans in geographic areas where private capital 
is available only at excessive discounts, it should be noted that two programs 
are already in operation, namely, the direct loan program of the Veterans’ Ad- 
ministration and the voluntary home mortgage credit program established pur- 
suant to title VI of the Housing Act of 1954, to channel additional mortgage 
funds into the rural and semirural areas where private mortgage funds have 
generally been in extremely short supply. It is presumed, therefore, that the 
subject bill has the considerably broader purpose of channeling mortgage funds 
into urban areas where mortgage funds, while available, frequently command 
rather large discounts. It is suggested that the committee may wish to clarify 
the scope of the bill and, in particular, to indicate whether the proposed pro- 
gram is intended also to operate in the geographic areas presently eligible for 
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Veterans’ Administration direct loans and for voluntary home mortgage credit 
program assistance. 

With respect to the overall effect of the proposed legislation on prospective 
veteran home buyers, it seems clear that to the extent that the proposed legisla- 
tion is successful in eliminating “excessive discounts” and in channeling addi- 
tional mortgage funds into certain areas, the result would be to make mort- 
gage financing on favorable terms easier to obtain in such areas. These results 
would, of course, be favorable to the interests of veterans in these areas who 
wish to make use of their GI loan entitlement. There is, however, a serious 
question as to whether the methods proposed for accomplishing this objective 
are sound. The bill would require the Government, in effect, to draw a distinc- 
tion between reasonable discounts and unreasonable discounts for mortgages 
originating on various terms, under various conditions, and in various geo- 
graphic areas. Quite aside from the administrative difficulties entailed, there 
is the basic question of policy as to whether such governmental expedients to 
restrict the free play of economic forces in the private secondary market are 
necessary or desirable. ‘here are currently many signs of improvement in 
the supply of private funds available for mortgage investment, which it is hoped 
will result in improvement in secondary market prices. 

In addition to the potential effects of the proposed legislation in connection 
with the mortgage market, there is also for consideration the question of its 
effect on the national service life insurance fund. 

Section 605 of the National Service Life Insurance Act, as amended, pro- 
vides for the establishment in the Treasury of a permanent national service 
life insurance trust fund and the Secretary is authorized to invest such fund in 
“interest-bearing obligations of the United States or in obligations guaranteed 
as to principal and interest by the United States, and to sell such obligations 
for the purposes of such fund.” 

This fund is available for payment of liabilities under the insurance contract 
including payment of dividends and refund of unearned premiums. 

Since the ledger assets in the national service life insurance fund presently 
total more than $5 billion, the proposal relating to the investment of 20 percent 
thereof as contained in H. R. 9136, would permit the investment of about $1.1 
billion in VA-guaranteed loans. 

The Federal securities which are currently authorized for investment of na- 
tional service life insurance funds are 3-percent interest-bearing obligations. In 
addition, loans with an interest rate of 4 percent are made on the permanent 
plan insurance policies, which loans are fully secured by the reserve value of the 
policy in the trust fund. Thus, under existing law the moneys in the national 
service life insurance fund are invested in the safest security that is available 
and no speculation is involved in the investment of this trust fund. In view of the 
provisions of the National Service Life Insurance Act, which give absolute pro- 
tection to the fund and to the policyholders, the question arises as to whether it 
might not be a material departure from the intent of such act and its amendments 
to authorize the investment of the fund in obligations that are only partially 
guaranteed by the Government, even though provision is made in the bill for 
exchange by the Federal National Mortgage Association of a loan not in default 
for one in default, if such association determined the loan in default to be in- 
soluble. It should be pointed out in this connection that, in the event of major 
adverse economic changes, there is no guaranty that the Federal National Mort- 
gage Association will have in its portfolio good loans which are approximately 
equal in value to the unpaid balance of the defaulted loan, plus accrued interest. 
Section 606 of the National Service Life Insurance Act, as amended, provides that 
the United States shall bear the administrative cost in connection with the na- 
tional service life insurance program. The committee will undoubtedly wish to 
consider very carefully the legal implications of changing the investment pro- 
visions of the National Service Life Insurance Act, especially since all policies 
have been issued under the existing law and any losses to the fund as a result of 
the proposed legislation would adversely affect the interest of all policyholders 
in such trust fund. 

If it were to develop that the investment in VA-guaranteed loans would yield 
a return to the fund in excess of the current 3-percent interest rate, the ques- 
tion would arise as to whether the extra interest earned ought not to be enjoyed 
by the Government (that is, the taxpayers) which would underwrite the invest- 
ment and assume such risks as are attendant upon this type of security. On the 
other -hand, if the investment in guaranteed home loans would result in a 
yield of less than 3 percent it would seem that the trust fund which belongs to the 
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policyholders, should not be invested by the Government as trustee in such secu- 
rities. The foregoing observations are based on the assumption that it is in- 
tended by the bill that the income from the loans, other than that used to reim- 
burse the Federal National Mortgage Association for expenses, is to be credited to 
the national service life insurance fund. It is suggested, however, that the bill 
be clarified to make the intention absolutely cléar with respect to the disposition 
of loan income. 

It is considered essential that the securities in which the fund is invested be of 
a type which can readily be liquidated in order to meet the obligations arising 
under the national service life insurance contracts, including the payment of 
dividends. Although the bill provides only for the investment of 20 percent of the 
fund assets in home loans, it is possible that should this measure be enacted it 
might serve as a precedent for encumbering a larger portion of the fund in a type 
of investment which cannot be readily liquidated. 

If some of the national service life insurance funds are to be used to pur- 
chase home loans guaranteed under section 501 of the Servicemen’s Readjust- 
ment Act, United States securites now held by the fund would have to be re- 
deemed by the Treasury, either from present Government revenues, or if it is 
assumed that there is no surplus of such revenues at the present time, by borrow- 
ing in the open market. To put it another way, the Government has to raise 
money to reedem the national service life insurance securities before the fund 
has money available to be used to purchase home loans. Thus it appears that it 
would be just as simple financially for the Government to make money available 
directly for the purpose of this bill as it would be for the Government to raise 
money to redeem national service life insurance securities so that the fund can 
make money available for such purpose. It is suggested that the committee may 
desire the comments of the Treasury Department on this and other aspects of 
the bill affecting its operations. 

The cost of the Veterans’ Administration from the proposed legislation is not 
subject to precise estimate, as no basis exists for projecting the volume of addi- 
tional loans which might result from the enactment of this measure. 

In view of the foregoing considerations, the Veterans’ Administration is unable 
to recommend approval of H. R. 9136 by the committee. 

Due to the urgent request of the committee for a report on this measure, there 
has not been sufficient time in which to ascertain from the Bureau of the Budget 
the relationship of the proposed legislation to the program of the President. 

Sincerely yours, 
JOHN S. PAaTrerson, 
Acting Administrator. 


[H. R. 3699, 84th Cong., 1st sess.] 


A BILL To amend the Servicemen’s Readjustment Act of 1944 to provide that the interest 
rate on veterans’ loans shall not exceed 4 per centum per annum, and to provide that 
the Secretary of the Treasury may purchase such loans from the national service life 
insurance fund, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (b) of section 500 of the 
Servicemen’s Readjustment Act of 1944 (38 U. S. C., see. 694), is hereby amended 
by striking out the last proviso thereof. Subsection (b) of section 512 of such 
Act (38 U. 8. C., sec. 6941) is hereby amended by striking out “and in no event 
to exceed 44%) per centum per annum.” 

Sec. 2. Section 605 of the National Service Life Insurance Act of 1940 (38 
U.S. C., see. 805), is hereby amended by adding at the end thereof the following: 

“(e) (1) The Secretary of the Treasury is hereby authorized and directed to 
invest and reinvest not in excess of 20 per centum of such fund by purchasing 
loans made for the purposes of section 501 of the Servicemen’s Readjustment 
Act of 1944 or made under section 512 of such Act, subsequent to the date of 
enactment of this subsection, if such loans are guaranteed or insured under such 
Act. The Secretary of the Treasury is authorized to sell such loans at any 
price not less than the unpaid balance thereon plus accrued interest. If any 
such loan acquired under this subsection by the Secretary of the Treasury or the 
Federal National Mortgage Association becomes in default, the Federal National 
Mortgage Association shall exchange for such loan a loan from its portfolio 
which is guaranteed or insured under such Act and which is at least equal in 
value to the unpaid balance of the defaulted loan, plus accrued interest. 
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(2) Upon request of the Secretary of the Treasury, the Federal National 
Mortgage Association shall carry out any or all of his functions under this sub- 
section with respect to the purchase, exchange, servicing, or sale of such loans. 
The Secretary shall reimburse the Federal National Mortgage Association for ex- 
penses incurred by it in carrying out such functions from the income derived 
from such loans. Except as provided in the preceding sentence, all income 
from such loans shall become a part of the national service life insurance fund.” 





VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., June 3, 1955. 
Hon. OLIn E. TEAGuE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Deak Mr. TEAGUE: Further reference is made to your request for a report by 
the Veterans’ Administration on H. R. 3699, 84th Congress, a bill to amend the 
Servicemen’s Readjustment Act of 1944 to provide that the interest rate on vet- 
erans’ loans shall not exceed 4 percent per annum, and to provide that the Secre- 
tary of the Treasury may purchase such loans from the national service life 
insurance fund, and for other purposes. 

The purpose of section 1 of this measure is to amend the Servicemen’s Re- 
adjustment Act so as to reduce the maximum rate of interest on all loans guaran- 
teed or made, and all real-estate loans insured, by the Veterans’ Administration 
from the existing rate of 444 percent to 4 percent. Section 2 of the bill would 
amend the National Service Life Insurance Act so as to authorize and direct 
the Secretary of the Treasury to invest up to 20 percent of the national service 
life insurance fund in home loans guaranteed or made by the Veterans’ Admin- 
istration under section 501 and 512 of the Servicemen’s Readjustment Act 
respectively. In the event that a loan so purchased by the Secretary of the 
Treasury becomes in default, it may be exchanged from the portfolio of the 
Federal National Mortgage Association for a guaranteed or insured loan which 
is at least equal in value to the unpaid balance of the defaulted loan. The pur- 
chase, exchange, servicing, or sale of such loans would be handled by the Federal 
National Mortgage Association upon request of the Secretary of the Treasury, 
and the income from the loans, after reimbursement for expenses incurred by 
Federal National Mortgage Association, would become part of the national 
service life insurance fund. 

Section 1 of H. R. 3699, relating to the reduction of the interest rate on GI 
loans to 4 percent, is similar in purpose to H. R. 2170, 84th Congress, on which 
the Veterans’ Administration submitted a report to your committee under date 
of March 8, 1955 (Committee Print No. 39), a copy of which is enclosed. The 
views expressed in the mentioned report on H. R. 2170 are equally applicable 
to section 1 of H. R. 3699. The present report on H. R. 3699 will, therefore, be 
confined to a discussion of section 2 thereof relative to the proposed purchase of 
certain guaranteed or insured GI loans by the Secretary of the Treasury from 
the national service life insurance fund. 

Under the provisions of section 501 of the Servicemen’s Readjustment Act, 
as amended, loans for the purchase, construction, or improvement of homes may 
be guaranteed by the Veterans’ Administration in an amount equal to 60 percent 
of the loan, but not to exceed $7,500. Section 512 of the act authorizes the Admin- 
istrator to make direct loans of up to $10,000 to eligible veterans for the purchase 
or construction of a home, or the construction or improvement of a farmhouse, in 
those areas where private capital for such purposes is not available at an interest 
rate not in exeess of that authorized for guaranteed loans. The Administrator is 
authorized to sell loans made under section 512 at a price not less than par, that 
is, the unpaid balance plus accrued interest, and may guarantee any loan thus 
sold subject to the same conditions, terms, and limitations which would be ap- 
plicable were the loan guaranteed under section 501 of the act. 

Section 605 of the National Service Life Insurance Act, as amended, provides 
for the establishment in the Treasury of a permanent national service life in- 
surance trust fund and the Secretary is authorized to invest such fund in “in- 
terest-bearing obligations of the United States or in obligations guaranteed as 
to principal and interest by the United States, and to sell such obligations for the 
purposes of such fund.” 
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This fund is available for payment of liabilities under the insurance contract 
including payment of dividends and refund of unearned premiums. 

Since the ledger assets in the national service life insurance fund presently 
total approximately $5 billion the proposal relating to the investment of 20 
percent thereof as contained in section 2 of H. R. 3699, would permit the invest- 
ment of about $1 billion in VA-guaranteed and direct loans. 

The Federal securities which are currently authorized for investment of 
national service life insurance funds are 3 percent interest-bearing obligations. 
In addition, policy loans with an interest rate of 4 percent are made on the 
permanent plan insurance, which loans are fully secured by the reserve value 
of the policy in the trust fund. Thus, under existing law the moneys in the 
national service life insurance fund are invested in the safest security that is 
available and no speculation is involved. In view of the provisions of the National 
Service Life Insurance Act, which give absolute protection to the fund and to 
policyholders, the question arises as to whether it might not be a material 
departure from the intent of such act and its amendments to authorize the in- 
vestment of the fund in obligations that are only partially guaranteed by the 
Government even though provision is made for the exchange by the Federal 
National Mortgage Association of good loans for those in default. It should be 
pointed out in this connection that in the event of major adverse economic 
changes there is no guaranty that the Federal National Mortgage Association 
will have in its portfolio good loans which are equal in value to the unpaid bal- 
ance of the defaulted loan, plus accrued interest. 

The administrative expenses which would be incurred by the Federal National 
Mortgage Association under the proposed legislation in purchasing, exchanging, 
servicing, and selling GI loans are to be borne by the income derived from such 
loans. Since the maximum interest authorized on such loans under the pro- 
visions of section 1 of the bill would be 4 percent the expenses incurred for 
administrating these loans might conceivably result in the national service life 
insurance fund receiving less than the 3-percent interest which is now guaranteed 
under existing law. 

Section 606 of the National Service Life Insurance Act, as amended, provides 
that the United States shall bear the administrative cost in connection with the 
national service life insurance program. The committee will undoubtedly wish 
to consider very carefully the legal implications of changing the investment 
provisions of the National Service Life Insurance Act, especially since all policies 
have been issued under the existing law and any losses to the fund as a result 
of the proposed legislation would adversely affect the interest of all policyholders 
in such trust fund. 

If it were to develop that the investment in VA-guaranteed loans would yield a 
return to the fund in exce:.: of the current 3-percent interest rate the question 
would arise as to whether the extra interest earned ought not to be enjoyed by 
the Government (that is, the taxpayers) which would underwrite the investment 
and assume such risks as are attendant upon this type of security. On the other 
hand, if the investment in guaranteed home loans would result in a yield of less 
than 3 percent it would seem that the trust fund, which belongs to the policy- 
holders, should not be invested by the Government as trustee in such securities. 

It is considered essential that the securities in which the fund is invested be 
of a type which can readily be liquidated in order to meet the obligations arising 
under the national service life insurance contracts, including the payment of 
dividends. Although the bill provides only for the investment of 20 percent 
of the fund assets in home loans, it is possible that should this measure be en- 
acted it might serve as a precedent for encumbering a larger portion of the fund 
in atype of investment which cannot be readily liquidated. 

It should also be pointed out that the use of funds from national service life 
insurance reserves for purchasing direct loans might create a supply of mort- 
gage financing in excess of the needs for home loans to veterans in certain less 
populous areas. The voluntary home mortgage credit program was established 
under title VI of the Housing Act of 1954 to encourage and facilitate the flow 
of private funds for housing credit into areas where such funds are not presently 
available in adequate supply; and if this program is successful, the need for 
direct-loan funds in rural and semirural areas will be greatly lessened. It is 
possible, therefore, that the availability of additional funds for direct loans from 
the national service life insurance reserves might result in pressure to expand 
the direct-loan program to metropolitan areas at times when there might be a 
temporary drying up of private mortgage capital due to transitory economic or 
other causes. The committee will undoubtedly wish to consider very carefully 
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the economie impact of providing mortgage financing which might be in excess of 
actual need, or the creation of Government mortgage financing in competition 
with private mortgage investors. While it might be possible to stipulate certain 
administrative controls on the use of Government funds for mortgage financing, 
based on existing economic conditions from time to time, the existence of author- 
ity to purchase guaranteed and direct loans from Government funds might well 
induce pressures which would be difficult to control in a highly sensitive market. 

No precise estimate can be made as to the administrative cost of the proposed 
legislation, if enacted. The reduction of the interest rate from 4% to 4 percent 
as proposed in section 1 of this measure, and as discussed in the mentioned report 
on H. R, 2170, would tend to reduce the availability of private mortgage credit 
and curtail the making of Gl loans. On the other hand, the use of up to $1 billion 
from the national service life insurance reserves would operate as a counterbal- 
ancing factor to a considerable extent. Whether the net result would be an 
increase or diminution of mortgage credit for GI loans cannot be predicted with 
certainty at this time. It should be pointed out in this connection, however, 
that the increase of the interest rate on GI loans from 4 to 4% percent in May 
1953 was a major influence in increasing the annual rate of GI loan applications 
from 333,000 in the period May 1952 to April 1953 (involving a mortgage invest- 
ment of about $3 billion) to 500,000 during calendar year 1954 (with a mort- 
gage investment of $5.5 billion). 

In view of the foregoing considerations, I am unable to recommend favorable 
consideration of H. R. 3699 by the committee. 

Advice has been received from the Bureau of the Budget that there would 
be no objection to the submission of this report to your committee. 

Sincerely yours, 
H. V. Hictey, Administrator. 





[H. R. 9260, 84th Cong., 2d sess.] 


A BILL To amend title III of the Servicemen’s Readjustment Act of 1944, as amended, 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That title III of the Servicemen’s Readjust- 
ment Act of 1944, as amended, is hereby amended as follows: 

(1) Section 500 (a) is amended by deleting the colon immediately preceding 
the last proviso and inserting in lieu thereof the following: “and, notwithstanding 
any other provision of this section to the contrary, an entitlement may be so 
excluded and restored to the usé of any veteran at any time prior to January 31, 
1965, for the purpose of obtaining a loan which will be guaranteed or insured in 
accordance with the provisions of this title ;”. 

(2) Section 500 (c) is amended by striking the third sentence and inserting 
in lieu thereof: “Upon making a loan as provided herein, the lender shall forth- 
with transmit to the Administrator a report thereof in such detail as the Adminis- 
trator may, from time to time, prescribe.” 

(3) Section 501 (a) is amended by striking subsection (3) and inserting in 
lieu thereof the following: ‘‘(3) That the price paid or to be paid by the veteran 
for such property, or for the cost of construction, repairs, or alterations, does 
not exceed the reasonable value thereof as determined by the Administrator.” 

(4) Section 502 (a) is amended by striking out subsection (4) and inserting 
in lieu thereof the following: “(4) That the price paid or to be paid by the 
veteran for such property, or for the cost of construction, repairs, or alterations, 
does not exceed the reasonable value thereof as determined by the Administrator.” 

(5) Section 503 is amended by striking out subsection (4) and inserting in 
lieu thereof the following: “(4) That the price paid or to be paid by the veteran 
for such property, or for the cost of construction, repairs, or alterations, does 
not exceed the reasonable value thereof as determined by the Administrator.” 

(6) Section 503A is amended by striking out the first paragraph and inserting 
in lieu thereof the following: ‘“‘Whoever knowingly makes, effects, or participates 
in a sale of any property to a veteran for a consideration in excess of the reason- 
able value of such property as determined by the Administrator, shall, if the 
veteran pays for such property in whole or in part with the proceeds of a loan 
guaranteed by the Veterans’ Administration under section 501, 502, or 503 of 
this title, be liable for three times the amount of such excess consideration irre- 
spective of whether such person has received any part thereof.” 

(7) Section 504 is amended by adding a new subsection (d) to read as follows: 
“(d) No loan for the purchase or construction of residential property shall be 


* 








































































3024 MISCELLANEOUS BILLS 


financed through the assistance of the provisions of this title unless the veteran 
applicant, at the time that he applies for the loan, and also at the time that the 
loan is closed, certifies, in such form as may be required by the Administrator, 
that he intends to occupy the property as his home. No loan for the repair, altera- 
tion, or improvement of residential property shall be financed through the assist- 
ance of the provisions of this title unless the veteran applicant, at the time that he 
applies to the lender for the loan, and also at the time that the loan is closed, 
cerifies in such form as may be required by the Administrator, that he occupies the 
property as his home. For the purpose of this title the requirement that the vet- 
eran recipient of a guaranteed or direct home loan must occupy or intend to 
occupy the property as his home shall be construed to mean that the veteran as 
of the date of his certification actually lives in the property personally as his 
residence or actually intends upon completion of the loan and acquisition of the 
dwelling unit to move into the property personally within a reasonable time and 
to utilize such property as his residence.” 

(8) Section 506 is amended by designating the existing provisions therein as 
subsection (a) and by adding a new subsection (b) to read as follows: “(b) 
Whenever any veteran disposes of residential property, securing a guaranteed, 
insured, or direct loan obtained by him under this title, the Administrator, upon 
application made by,such veteran and by the transferee incident to such dis- 
posal, shall issue to such veteran in connection with such disposal a release re- 
lieving him of all further liability to the Administrator on account of such loan 
(including liability for any loss resulting from any default of the transferee or 
any subsequent purchaser of such property) if the Administrator has deter- 
mined, after such investigation as he may deem appropriate, that (1) the loan is 
current, and (2) the purchaser of such property from such veteran (a) has obli- 
gated himself by contract to purchase such property and to assume full liability 
for the repayment of the balance of the loan remaining unpaid, and (b) qualifies 
from a credit standpoint, to the same extent as if he were a veteran eligible 
under section 501 (a), for a guaranteed or insured or direct loan in an amount 
equal to the unpaid balance of the obligation for which he has assumed liability.” 

(9) Section 507 is amended by striking out subsection (3) and inserting in 
lieu thereof the following: “(3) The amount of the guaranteed loan does not ex- 
ceed the reasonable value of the property or business, as determined by the 
Administrator.” 


[H. R. 9264, 84th Cong., 2d sess.] 


A BILL To amend title III of the Servicemen’s Readjustment Act of 1944, as amended, 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That title III of the Servicemen’s Readjust- 
ment Act of 1944, as amended, is hereby amended as follows: 

(1) Section 500 (a) is amended by inserting before the colon immediately 
preceding the last proviso the following: “and, notwithstanding any other pro- 
vision of this section to the contrary, any entitlement may be so excluded and 
restored to the use of any veteran at any time prior to January 31, 1965, for the 
purpose of obtaining a loan which will be guaranteed or insured in accordance 
with the provisions of this title.” 

2) Section 500 (c) is amended by striking the third sentence and inserting 
in lieu thereof: “Upon making a loan as provided herein, the lender shall forth- 
with transmit to the Administrator a report therof in such detail as the Adminis- 
trator may, from time to time, prescribe.” 

(3) Section 501 (a) is amended by striking subsection (3) and inserting in 
lieu thereof the following: 

“(3) That the price paid or to be paid by the veteran for such property, or 
for the cost of construction, repairs, or alterations, does not exceed the reason- 
able value thereof as determined by the Administrator.” 

(4) Section 502 (a) is amended by striking out subsection (4) and inserting 
in lieu thereof the following: 

“(4) That the price paid or to be paid by the veteran for such property, or for 
the cost on construction, repairs, or alterations, does not exceed the reasonable 
value thereof as determined by the Administrator.” 

(5) Section 503 is amended by striking out subsection (4) and inserting in 
lieu thereof the following: 
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“(4) That the price paid or to be paid by the veteran for such property, or for 
the cost of construction, repairs, or alterations, does not exceed the reasonable 
value thereof as determined by the Administrator.” 

(6) Section 503A is amended by striking out the first paragraph and inserting 
in lieu thereof the following : “Whoever knowingly makes, effects, or participates 
in a sale of any property to a veteran for a consideration in excess of the reason- 
able value of such property as determined by the Administrator, shall, if the 
veteran pays for such property in whole or in part with the proceeds of a loan 
guaranteed by the Veterans’ Administration under section 501, 502, or 503 of this 
title, be liable for three times the amount of such excess consideration irrespective 
of whether such person has received any part thereof,” 

(7) Section 504 is amended by adding a new subsection (d) to read as follows: 

“(d) No loan for the purchase or construction of residential property shall be 
finanéed through the assistance of the provisions of this title unless the veteran 
applicant, at the time that he applies for the loan, and also at the time that the 
loan is closed, certifies, in such form as may be required by the Administrator, 
that he intends to occupy the property as his home. No loan for the repair, 
alteration, or improvement of residential property shall be financed through the 
assistance of the provisions of this title unless the veteran applicant, at the time 
that he applies to the lender for the loan, and also at the time that the loan is 
closed, certifies, in such form as may be required by the Administrator, that he 
occupies the property as his home. For the purpose of this title the requirement 
that the veteran recipient of a guaranteed or direct home loan must occupy or 
intend to occupy the property as his home shall be construed to mean that the 
veteran as of the date of his certification actually lives in the property per- 
sonally as his residence or actually intends upon completion of the loan and 
acquisition of the dwelling unit to move into the property personally within a 
reasonable time and to utilize such property as his residence.” 

(8) Section 506 is amended by designating the existing provisions therein as 
subsection (a) and by adding a new subsection (b) to read as follows: 

“(b) Whenever any veteran disposes of residential property securing a guar- 
anteed, insured, or direct loan obtained by him under this title, the Administrator, 
upon application made by such veteran and by the transferee incident to such 
disposal, shall issue to such veteran in connection with such disposal a release 
relieving him of all further liability to the Administrator on account of such 
loan (including liability for any loss resulting from any default of the transferee 
or any subsequent purchaser of such property) if the Administrator has deter- 
mined, after such investigation as he may deem appropriate, that (1) the loan 
is current, and (2) the purchaser of such property from such veteran (a) has 
obligated himself by contract to purchase such property and to assume full 
liability for the repayment of the balance of the loan remaining unpaid, and (b) 
qualifies from a credit standpoint, to the same extent as if he were a veteran 
eligible under section 501 (a), for a guaranteed or insured or direct loan in an 
amount equal to the unpaid balance of the obligation for which he has assumed 
liability.” 

(9) Section 507 is amended by striking out subsection (3) and inserting in 
lieu thereof the following: 

“(3) The amount of the guaranteed loan does not exceed the reasonable value 
of the property or business as determined by the Administrator.” 


[H. R. 9282, 84th Cong., 2d sess.] 


A BILL To amend title III of the Servicemen’s Readjustment Act of 1944, as amended, 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That title III of the Servicemen’s Readjust- 
ment Act of 1944, as amended, is hereby amended as follows: 

(1) Section 500 (a) is amended by inserting before the colon immediately 
preceding the last proviso the following: “and, notwithstanding any other 
provision of this section to the contrary, any entitlement may be so excluded 
and restored to the use of any veteran at any time prior to January 31, 1965, 
for the purpose of obtaining a loan which will be guaranteed or insured in 
accordance with the provisions of this title.” 

(2) Section 500 (c) is amended by striking the third sentence and inserting 
in lieu thereof: “Upon making a loan as provided herein, the lender shall forth- 
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with transmit to the Administrator a report thereof in such detail as the Admin- 
istrator may, from time to time, prescribe.” 

(3) Section 501 (a) is amended by striking subsection (3) and inserting in 
lieu thereof the following : 

‘(8) That the price paid or to be paid by the veteran for such property, or for 
the cost of construction, repairs, or alterations, does not exceed the reasonable 
value thereof as determined by the Administrator.” 

(4) Section 502 (a) is amended by striking out subsection (4) and inserting 
in lieu thereof the following: 

“(4) That the price paid or to be paid by the veteran for such property, or 
for the cost of construction, repairs, or alterations, does not exceed the reason- 
able value thereof as determined by the Administrator.” 

(5) Section 503 is amended by striking out subsection (4) and inserting in 
lie u thereof the following: 

““(4) That the price paid or to be paid by the veteran for such property, or 
for the cost of construction, repairs, or alterations, does not exceed the reason- 
able value thereof as determined by the Administrator.” 

(6) Section 503A is amended by striking out the first paragraph and inserting 
in lieu thereof the following: 

“Whoever knowingly makes, effects, or participates in a sale of any property 
to a veteran for a consideration in excess of the reasonable value of such property 
as determined by the Administrator, shall, if the veteran pays for such property 
in whole or in part with the proceeds of a loan guaranteed by the Veterans’ 
Administration under section 501, 502, or 503 of this title, be liable for three 
times the amount of such excess consideration irrespective of whether such person 
has received any part thereof.” 

(7) Section 504 is amended by adding a new subsection (d) to read as follows: 

*“‘(d) No loan for the purchase or construction of residential property shall 
be financed through the assistance of the provisions of this title unless the vet- 
eran applicant, at the time that he applies for the loan, and also at the time that 
the loan is closed, certifies, in such form as may be required by the Administrator, 
that he intends to occupy the property as his home. No loan for the repair, 
alteration or improvement of residential property shall be financed through the 
assistance of the provisions of this title unless the veteran applicant, at the 
time that he applies to the lender for the loan, and also at the time that the loan 
is closed, certifies, in such form as may be required by the Administrator, that he 
occupies the property as his home. For the purpose of this title the requirement 
that the veteran recipient of a guaranteed or direct home loan must occupy or 
intend to occupy the property as his home shall be construed to mean that the 
veteran as of the date of his certification actually lives in the property personally 
as his residence or actually intends upon completion of the loan and acquisition 
of the dwelling unit to move into the property personally within a reasonable 
time and to utilize such property as his residence.” 

(8) Section 506 is amended by designating the existing provisions therein as 
subsection (a) and by adding a new subsection (b) to read as follows: 

“(b) Whenever any veteran disposes of residential property securing a guar- 
anteed, insured, or direct loan obtained by him under this tile, the Administrator, 
upon application made by such veteran and by the transferee incident to such 
disposal, shall issue to such veteran in connection with such disposal a release 
relieving him of all further liability to the Administrator on account of such 
loan (including liability for any loss resulting from any default of the trans- 
feree or any subsequent purchaser of such property) if the Administrator has 
determined, after such investigation as he may deem appropriate, that (1) the 
loan is current, and (2) the purchaser of such property from such veteran (a) 
has obligated himself by contract to purchase such property and to assume full 
liability for the repayment of the balance of the loan remaining unpaid, and 
(b) qualifies from a credit standpoint, to the same extent as if he were a veteran 
eligible under section 501 (a), for a guaranteed or insured direct loan in an 
amount equal to the unpaid balance of the obligation for which he has assumed 
liability.” 

(9) Section 507 is amended by striking out subsection (3) and inserting in 
lieu thereof the following: 

“(3) The amount of the guaranteed loan does not exceed the reasonable value 
of the property or business, as determined by the Administrator.” 
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LH. R. 9287, 84th Cong., 2d sess.] 


A BILL To amend title III of the Servicemen’s Readjustment Act of 1944, as amended, 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That title III of the Servicemen’s Readjust- 
ment Act of 1944, as amended, is hereby amended as follows: 

(1) Section 500 (a) is amended by deleting the colon immediately preceding 
the last proviso and inserting in lieu thereof the following: “and, notwithstand- 
ing any other provision of this section to the contrary, any entitlement may be 
so excluded and restored to the use of any veteran at any time prior to January 
31, 1965, for the purpose of obtaining a loan which will be guaranteed or insured 
in accordance with the provisions of this title:’ 

(2) Section 500 (c) is amended by striking the third sentence and inserting 
in lieu thereof: “Upon making a loan as provided herein, the lender shall forth- 
with transmit to the Administrator a report thereof in such detail as the Ad- 
ministrator may, from time to time, prescribe.” 

(3) Section 501 (a) is amended by striking subsection (3) and inserting in lieu 
thereof the following: ‘‘(3) That the price paid or to be paid by the veteran for 
such property, or for the cost of construction, repairs, or alterations, does not 
exceed the reasonable value thereof as determined by the Administrator.” 

(4) Section 502 (a) is amended by striking out subsection (4) and inserting 
in lieu thereof the following : “‘(4) That the price paid or to be paid by the veteran 
for such property, or for the cost on construction, repairs, or alterations, does 
not exceed the reasonable value thereof as determined by the Administrator.” 

(5) Section 503 is amended by striking put subsection (4) and inserting in 
lieu thereof the following: “(4) That the price paid or to be paid by the veteran 
for such property, or for the cost of construction, repairs, or alterations, does 
not exceed the reasonable value thereof as determined by the Administrator.” 

(6) Section 503A is amended by striking out the first paragraph and inserting 
in lieu thereof the following: “Whoever knowingly makes, effects, or participates 
in a sale of any property to a veteran for a consideration in excess of the reason- 
able value of such property as determined by the Administrator, shall, if the 
veteran pays for such property in whole or in part with the proceeds of a loan 
guaranteed by the Veterans’ Administration under section 501, 502, or 503 of 
this title, be liable for three times the amount of such excess consideration 
irrespective of whether such person has received any part thereof.” 

(7) Section 504 is amended by adding a new subsection (d) to read as follows: 
“(d) No loan for the purchase or construction of residential property shall be 
financed through the assistance of the provisions of this title unless the veteran 
applicant, at the time that he applies for the loan, and also at the time that the 
loan is closed, certifies, in such form as may be required by the Administrator, 
that he intends to occupy the property as his home. No loan for the repair, al- 
teration, or improvement of residential property shall be financed through the 
assistance of the provisions of this title unless the veteran applicant, at the 
time that he applies to the lender for the loan, and also at the time that the 
loan is closed, certifies, in such form as may be required by the Administrator, 
that he occupies the property as his home. For the purpose of this title the 
requirement that the veteran recipient of a guaranteed or direct home loan 
must occupy or intend to occupy the property as his home shall be construed to 
mean that the veteran as of the date of his certification actually lives in the 
property personally as his residence or actually intends upon completion of the 
loan and acquisition of the dwelling unit to move into the property personally 
within a reasonable time and to utilize such property as his residence.” 

(8) Section 506 is amended by designating the existing provisions therein as 
subsection (a) and by adding a new subsection (b) to read as follows: “(b) 
Whenever any veteran disposes of residential property securing a guaranteed, 
insured, or direct loan obtained by him under this title, the Administrator, 
upon application made by such veteran and by the transferee incident to such 
disposal, shall issue to such veteran in connection with such disposal a release 
relieving him of all further liability to the Administrator on account of such 
loan (including liability for any loss resulting from any default of the trans- 
feree or any subsequent purchaser of such property) if the Administrator has 
determined, after such investigation as he may deem appropriate, that (1) the 
loan is current, and (2) the purchaser of such property from such veteran (a) 
has obligated himself by contract to purchase such property and to assume 
full liability for the repayment of the balance of the loan remaining unpaid, 
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and (b) qualifies from a credit standpoint, to the same extent as if he were 
a veteran eligible under section 501 (a), for a guaranteed or insured or direct 
loan in an amount equal to the unpaid balance of the obligation for which he 
has assumed liability.” 

(9) Section 507 is amended by striking out subsection (3) and inserting in 
lieu thereof the following: “(3) The amount of the guaranteed loan does not 
exceed the reasonable value of the property or business, as determined by the 
Administrator.” 





{H. R. 9362, 84th Cong., 2d sess. ] 


A BILL To amend title III of the Servicemen’s Readjustment Act of 1944, as amended, 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That title III of the Servicemen’s Readjust- 
ment Act of 1944, as amended, is hereby amended as follows: 

(1) Section 500 (a) is amended by deleting the colon immediately preceding 
the last proviso and inserting in lieu thereof the following: “and, notwithstand- 
ing any other provision of this section to the contrary, any entitlement may be 
so excluded and restored to the use of any veteran at any time prior to January 
31, 1965, for the purpose of obtaining a loan which will be guaranteed or insured 
in accordance with the provisions of this title ;’’. 

(2) Section 500 (c) is amended by striking the third sentence and inserting 
in lieu thereof: “Upon making a loan as provided herein, the lender shall forth- 
with transmit to the Administrator a report thereof in such detail as the Admin- 
istrator may, from time to time, prescribe.” 

(3) Section 501 (a) is amended by striking subsection (3) and inserting in 
lieu thereof the following: 

“(3) That the price paid or to be paid by the veteran for such property, or 
for the cost of construction, repairs, or alterations, does not exceed the reasonable 
value thereof as determined by the Administrator.” 

(4) Section 502 (a) is amended by striking out subsection (4) and inserting 
in lieu thereof the following: 

““(4) That the price paid or to be paid by the veteran for such property, or 
for the cost of construction, repairs, or alterations, does not exceed the reason- 
able value thereof as determined by the Administrator.” 

(5) Section 503 is amended by striking out subsection (4) and inserting in 
lieu thereof the following: 

“(4) That the price paid or to be paid by the veteran for such property, or 
for the cost of construction, repairs, or alterations, does not exceed the reason- 
able value thereof as determined by the Administrator.” 

(6) Section 503A is amended by striking out the first paragraph and inserting 
in lieu thereof the following: 

“Whoever knowingly makes, effects, or participates in a sale of any property to 
a veteran for a consideration in excess of the reasonable value of such property 
as determined by the Administrator, shall, if the veteran pays for such property 
in whole or in part with the proceeds of a loan guaranteed by the Veterans’ Ad- 
ministration under section 501, 502, or 503 of this title, be liable for three times 
the amount of such excess consideration irrespective of whether such person has 
received any part thereof.” 

(7) Section 504 is amended by adding a new subsection (d) to read as follows: 

“(d) No loan for the purchase or construction of residential property shall be 
financed through the assistance of the provisions of this title unless the veteran 
applicant, at the time that he applies for the loan, and also at the time that the 
loan is closed, certifies in such form as may be required by the Administrator, 
that he intends to occupy the property as his home. No loan for the repair, alter- 
ation, or improvement of residential property shall be financed through the assist- 
ance of the provisions of this title unless the veteran applicant, at the time that 
he applies to the lender for the loan, and also at the time that the loan is closed, 
certifies, in such form as may be required by the Administrator, that he eecupies 
the property as his home. For the purpose of this title the requirement that the 
veteran recipient of a guaranteed or direct home loan must occupy or intend to 
occupy the property as his home shall be construed to mean that the veteran as 
of the date of his certification actually lives in the property personally as his 
residence or actually intends upon completion of the loan and acquisition of the 
dwelling unit to move into the property personally within a reasonable time and 
to utilize such property as his residence.” 
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(8) Section 506 is amended by designating the existing provisions therein as 
subsection (a) and by adding a new subsection (b) to read as follows: 

“(b) Whenever any veteran disposes of residential property securing a guar- 
anteed, insured, or direct loan obtained by him under this title, the Adminis- 
trator, upon application made by such veteran and by the transferee incident to 
such disposal, shall issue to such veteran in connection with such disposal a 
release relieving him of all further liability to the Administrator on account of 
such loan (including liability for any loss resulting from any default of the 
transferee or any subsequent purchaser of such property) if the Administrator 
has determined, after such investigation as he may deem appropriate, that (1) 
the loan is current, and (2) the purchaser of such property from such veteran (a) 
has obligated himself by contract to purchase such property and to assume full 
liability for the repayment of the balance of the loan remaining unpaid, and (b) 
qualifies from a credit standpoint, to the same extent as if he were a veteran 
eligible under section 501 (a), for a guaranteed or insured or direct loan in an 
amount equal to the unpaid balance of the obligation for which he has assumed 
liability.” 

(9) Section 507 is amended by striking out subsection (3) and inserting in 
lieu thereof the following: 

“(3) The amount of the guaranteed loan does not exceed the reasonable value 
of the property or business, as determined by the Administrator.” 


[H. R. 9926, 84th Cong., 2d sess.] 


A BILL To amend title III of the Servicemen’s Readjustment Act of 1944, as amended, 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That title III of the Servicemen’s Readjust- 
ment Act of 1944, as amended, is hereby amended as follows: 

(1) Section 500 (a) is amended by deleting the colon immediately preceding 
the last proviso and inserting in lieu thereof the following: “and, notwithstanding 
any other provision of this section to the contrary, an entitlement may be so 
excluded and restored to the use of any veteran at any time prior to January 31, 
1965, for the purpose of obtaining a loan which will be guaranteed or insured in 
accordance with the provisions of this title ;” 

(2) Section 500 (c) is amended by striking the third sentence and inserting 
in lieu thereof: “Upon making a loan as provided herein, the lender shall forth- 
with transmit to the Administrator a report thereof in such detail as the 
Administrator may, from time to time, prescribe.” 

(3) Section 501 (a) is amended by striking subsection (3) and inserting in 
lieu thereof the following: “(8) That the price paid or to be paid by the veteran 
for such property, or for the cost of construction, repairs, or alterations, does not 
exceed the reasonable value thereof as determined by the Administrator.” 

(4) Section 502 (a) is amended by striking out subsection (4) and inserting 
in lieu thereof the following: “(4) That the price paid or to be paid by the veteran 
for such property, or for the cost of construction, repairs, or alterations, does 
not exceed the reasonable value thereof as determined by the Administrator.” 

(5) Section 503 is amended by striking out subsection (4) and inserting in 
lieu thereof the following: “(4) That the price paid or to be paid by the veteran 
for such property, or for the cost of construction, repairs, or alterations, does 
not exceed the reasonable value thereof as determined by the Administrator.” 

(6) Section 503A is amended by striking out the first paragraph and insert- 
ing in lieu thereof the following: “Whoever knowingly makes, effects, or par- 
ticipates in a sale of any property to a veteran for a consideration in excess of 
the reasonable value of such property as determined by the Administrator, 
shall, if the veteran pays for such property in whole or in part with the proceeds 
of a loan guaranteed by the Veterans’ Administration under section 501, 502, 
or 503 of this title, be liable for three times the amount of such excess con- 
sideration irrespective of whether such person has received any part thereof.” 

(7) Section 504 is amended by adding a new subsection (d) to read as 
follows: “(d) No loan for the purchase or construction of residential property 
shall be financed through the assistance of the provisions of this title unless 
the veteran applicant, at the time that he applies for the loan, and also at the 
time that the loan is closed, certifies, in such form as may be required by the 
Administrator, that he intends to occupy the property as his home. No loan 
for the repair, alteration, or improvement of residential property shall be financed 
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through the assistance of the provisions of this title unless the veteran appli- 
cant, at the time that he applies to the lender for the loan, and also at the time 
that the loan is closed, certifies, in such form as may be required by the Admin- 
istrator, that he occupies the property as his home. For the purpose of this 
title the requiremert that the veteran recipient of a guaranteed or direct home 
loan must occupy or intend to occupy the property as his home shall be con- 
strued to mean that the veteran as of the date of his certification actually 
lives in the property personaliy as his residence or actually intends upon com- 
pletion of the loan and acquisition of the dwelling unit to move into the prop- 
erty personally within a reasonable time and to utilize such property as his 
residence.” 

(8) Section 506 is amended by designating the existing provisions therein 
as subsection (a) and by adding a new subsection (b) to read as follows: 
“(b) Whenever any veteran disposes of residential property securing a guar- 
anteed, insured, or direct loan obtained by him under this title, the Adminis- 
trator, upon application made by such veteran and by the transferee incident 
to such disposal, shall issue to such veteran in connection with such disposal 
a release relieving him of all further liability to the Administrator on account 
of such loan (including liability for any loss resulting from any default of the 
transferee or any subsequent purchaser of such property) if the Administrator 
has determined, after such investigation as he may deem appropriate, that (1) 
the loan is current, and (2) the purchaser of such property from such veteran 
(a) has obligated himself by contract to purchase such property and to assume 
full liability for the repayment of the balance of the loan remaining unpaid, 
and (b) qualifies from a credit standpoint, to the same extent as if he were 
a veteran eligible under section 501 (a), for a guaranteed or insured or direct 
loan in an amount equal to the unpaid balance of the obligation for which he 
has assumed liability.” 

(9) Section 507 is amended by striking out subsection (3) and inserting in 
lieu thereof the following: “(3) The amount of the guaranteed loan does not 
exceed the reasonable value of the property or business, as determined by the 
Administrator.” 





VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
OF VETERANS’ AFFAIRS, 
Washington, D. C., March 5, 7956. 
Hon. OLIN E. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 


Dear Mr. TEAGUE: This will refer to your request for a report by the Veter- 
ans’ Administration on H. R. 9260, H. R. 9264, H. R. 9282, H. R. 9287 and H. R 
9362, 84th Congress, each entitled “A bill to amend title III of the Servicemen’s 
Readjustment Act of 1944, as amended, and for other purposes” (Except for 
minor variations in punctuation and typography, as hereafter Cescribed, the 
bills are identical.) 

The purpose of these measures is to amend title III of the Servicemen’s Read- 
justment Act of 1944, as amended, in a number of particulars. Section 500 (a) 
would be amended to permit veterans of World War II to have their GI loan 
entitlement restored and reused at any time prior to January 31, 1965, where 
the property subject to the initial use of entitlement was taken by condemnation, 
destroyed by natural hazard or otherwise disposed of for compelling reasons 
without fault on the part of the veteran. Sections 500 (c), 501 (a), 502 (a), 
503, 508A and 507 would be amended so as to delete certain references therein to 
determinations by proper appraisal made by an appraiser designated by the 
Administrator and to rephrase these provisions to provide for such determina- 
tions by the Administrator. A new subsection would be added to section 504 to 
require that a veteran applicant for a loan to purchase, construct or repair, 
alter or improve a home, certify, at the time he applies for the loan and at the 
time the loan is closed, that he occupies or intends to occupy the property as his 
home. The bills would also add a new subsection to section 506 to permit a 
veteran obligor on a current loan to be released from liability on the guaranty 
to the Administrator when he disposes of residential property securing the loan 
obligation to a credit-worthy transferee who has assumed full liability for the 
repayment of the unpaid balance of such loan. 
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The proposed amendment to section 500 (a) is substantially similar to that 
contained in H. R. 6975, 84th Congress, on which the Veterans’ Administration 
made a report to your committee dated September 9, 1955 (Committee Print No. 
180), except that appropriate language as suggested in that report has been 
included in the subject bills to clarify the intent of the Congress that the entitle- 
ment mentioned therein shall be restored only at such time as the veteran is in 
need of assistance, thereby reducing the administrative burden to that actually 
necessary at the time. It is also to be noted that the proposed amendment to sec- 
tion 500 (ce), 501 (a), 502 (a), 503, 503A, and 507 are identical with the provi- 
sions of H. R. 7107, 84th Congress (with the exception that a proposed reference 
to sec. 513 in the amendment to sec. 503A has been deleted in the subjeet 
measures). A report by the Veterans’ Administration with respect to H. R. 7107 
was made to the committee on July 20, 1955 (Committee Print No. 157). The 
views expressed in the mentioned reports on H. R. 6975 and H. R. 7107 are 
equally applicable to the corresponding provisions in the subject bills. The 
present report will, therefore, be confined to a discussion of the proposed amend- 
ments to sections 504 and 506 of the Servicemen’s Readjustment Act relating to 
the certification of home occupancy and release of liability on the guaranty, 
respectively. 

With respect to the proposal to amend section 504 so as to require a certifica- 
tion of occupancy, or intent to occupy, residential property it should be noted 
that under current procedures veterans applying to lenders who are required to 
or who voluntarily submit proposed loans to the Veterans’ Administration for 
prior approval are required to certify on the loan application form (VA Form 
4-1802) as to their intention to occupy the property asa home. A certification 
of occupancy has not been required of the veteran on the certification of loan 
disbursement (VA Form 4-1876) which the lender submits after the loan is 
closed in prior approval cases, since the veteran at the present time is not re- 
quired to execute that form. In cases where supervised lenders elect to make 
loans under the automatic procedure the veteran applies to the lender for a loan 
and the lender proceeds to complete the loan to the veteran and then submits a 
report to the Veterans’ Administration on VA Form 4-1820. The veteran cur- 
rently certifies on this form concerning his occupancy intention. In such auto- 
matic procedure cases the proposed requirement that the veteran also make a 
certification ‘‘at the time that he applies for the loan” to the lender might well 
be considered a “redtape” irritant by supervised lenders. In such cases there 
would have to be a separate certification which the lender would have to attach 
to his loan report when submitting the report to the Veterans’ Administration. 

In view of the foregoing considerations in connection with loan processing, 
the question is raised as to whether it might not suffice, both in the case of loans 
made under the automatic procedure and under the prior approval procedure, 
to require only that the veteran execute a single certification which would be 
“at the time that the loan is closed,” thereby obviating the necessity for having 
a supervised lender obtain a certification from the veteran when he first applies 
to it for a loan in an automatic procedure case. The crucial moment for the 
requisite intention on the part of the veteran would seem to be the time that 
the loan is closed. It is the opinion of the Veterans’ Administration that if the 
proposed amendment were modified to require a certification by the veteran at 
the time that the loan is closed it would accomplish the objective of the amend- 
ment and at the same time would be more acceptable to supervised lenders 
electing to process loans under the automatic procedure. In prior approval 
cases the Veterans’ Administration could, as a matter of policy, continue to 
require the veteran to certify regarding his occupancy intention at the time that 
he applies to the lender for a loan and executes an application for loan guaranty 
on VA form 4-1802. 

The proposed amendment to section 506 of the Servicemen’s Readjustment 
Act (item (8) of the subject bills) would require the Veterans’ Administration 
to release a veteran from liability to the Government where the veteran has 
sold residential property securing a guaranteed, insured, or direct loan, if the 
Veterans’ Administration determines that (1) the loan is current, (2) the pur- 
chaser has assumed full liability for the repayment of the loan balance, and 
(3) qualifies from a credit standpoint for a guaranteed, insured, or direct loan 
in an amount equal to the unpaid balance for which he has assumed liability. 
At the outset it is to be noted that the proposed amendment relates to transfers 
of residential property only, thereby excluding business and farm property trans- 
fers. Thus a veteran who sells his home to a purchaser who meets the require- 
ments stated in the amendment can qualify for a release from liability to the 
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Government although a veteran who disposes of business or farm property will 
not be entitled to such release. The effect of the amendment in this respect is 
to establish preference for residential property owners over veterans who used 
their entitlement to purchase business or farm property. 

Another aspect of the proposal which should be noted is that the amendment 
is prospective and, therefore, veterans who are now indebted to the Government 
because of the payment of the guaranty resulting from a default by a transferee 
of property will not be benefited although it is entirely possible that at the time 
the property was sold by those veterans they could have qualified for a release 
from liability under the provisions of the proposed amendment. In this respect 
the amendment might be considered by such veterans to be discriminatory. 

A more important effect of the amendment, it is believed, is the prejudicial 
effect it would have on the interests of the Government. In many, if not most, 
instances the veteran who voluntarily disposed of his home realized a profit 
when he did so. Thus a veteran who realizes a profit, and the profit may have 
been substantial, will, under the amendment, gain to the extent of the profit 
and also be released from the risk of liability to the Government notwithstanding 
the fact that the Government later sustains a loss because of the default of 
the veterans’ transferee or of a purchaser to whom that transferee sold the 
property. In this respect it is questioned as to whether the best interests of the 
Government are served where the veteran is allowed to realize a profit and at 
the same time be released from future liability that might be incurred by the 
Government if it is required to pay a guaranty on the loan which he obtained. 

Under the basic statute the debtor-creditor relationship between the borrower 
and the lender is carried on throughout the entire loan transaction, and the 
Veterans’ Administration, which acts in the capacity of the guarantor of the 
loan only, is not a party to the immediate contract terms. It is therefore im- 
portant to point out that any arrangement which the Veterans’ Administration 
might make with the veteran could not affect the holder’s vested rights, and 
therefore, unless the holder also agreed to the substitution of mortgagors, the 
veteran would still be liable on the indebtedness so far as the holder is concerned. 

Under section 509 of the Servicemen’s Readjustment Act, as amended, the 
Administrator is given discretionary authority to grant releases of the nature 
contemplated by the subject proposal where he deems it appropriate to do so. 
Under current operating policies and procedures such consent is granted only 
upon the request of the holder and in limited cases. The Veterans’ Administra- 
tion Manual, entitled “Loan Guaranty Operations for Regional Offices” (M4-8, 
pt. III), provides as follows: 


“2.40 RELEASE OF PERSONAL LIABILITY 


“Pursuant to VA Regulation 4824 (F) (but with certain exceptions noted 
therein) the Government’s obligation as guarantor or insurer will be invalidated 
upon the release of the personal liability of any obligor on a guaranteed or insured 
loan without the prior approval of Veterans’ Administration. 

“a. Restrictions. It is not contemplated that requests for such releases will be 
granted as a mere matter of course. The personal liability of an obligor on a 
guaranteed or insured loan is a contingent asset of the Government, and a release 
thereof will not be given unless it will best serve the Government’s interests. 
For example, if by reason of the advantageous financing or otherwise, the prop- 
erty is being sold by the present owner at a substantial profit and the release of 
personal liability is an additional benefit solely for his own convenience and 
protection, the release will not be granted. On the other hand, if the credit rating 
of the assumer is superior to that of the present obligor and the transfer will 
result in the reinstatement of a defaulted loan, a release of personal liability 
would be proper, if this is required as a condition of the sale. In other words, 
a release will not be granted merely for the present owner's convenience, but if 
the present owner is in trouble with his mortgage and the interests of the Govern- 
ment as well as the holder will be best served by transfer of the obligation to 
stronger hands, the release will be granted—particularly in cases of this kind 
where the sale is conditioned upon such release. (See also par. 2.14c and e 
hereof. ) 

“b. Government’s Right of Indemnification. Where the original veteran- 
borrower's personal liability will be released incident to the transfer, it must 
be remembered that it is only with respect to him that the Government’s right 
of indemnification arises. The retention of this right becomes particularly ‘im- 
portant in those jurisdictions where considerable time and expense is involved 
by the necessity of retaining the liability of assumers through a deficiency judg- 
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ment. 


of the veteran, a release of the veteran’s personal liability would not ordinarily 


be granted without due consideration of the Governr 2nt’s interests in this 
regard.” 


By way of technical observation it may be noted that minor variations in punc- 


Therefore, unless the purchaser agrees to assume the indemnity obligation 


tuation occur in the subject bills. For example, on page 3, lines 17 and 20, of 
H. R. 9260.there is a comma’ following the words “certifies” and “alteration”, 
respectively, and one or both of these commas are omitted in certain of the other 
bills. It is also noted that the punctuation at the end of line 2, page 2, of H. R. 
9260 is printed as “of this title;’.” whereas different versions appear in the other 
measures (none of which, however, show the preferable “of this title: ’.”). 
Two of the bills (H. R. 9264 and H. R. 9287) have a typographical error in item 
(4) on page 2 where the words “cost on construction” should be “cost of construc- 
tion”. 

In summary, it is the view of the Veterans’ Administration that the proposal 
to permit restoration of entitlement until January 31, 1965, for certain veterans 
of World War II would seem to discriminate against those veterans of World 
War II who would be unable to avail themselves of unused entitlement subsequent 
to July 25, 1957. This Agency would have no objection to the various amend- 
ments to the Servicemen’s Readjustment Act which would delete references to 
designated appraisers and clarify the fact that final determinations of reasonable 
value rest in the Administrator. The objectives of the proposal to require occu- 
pancy certifications are viewed with favor but it is believed that a modification 
of this proposal to require a certification by the veteran applicant only at the 
time the loan is closed would provide the desired safeguards without undue 
complications in loan processing. Finally, it is considered that the proposed 
amendment to section 509 of the Servicemen’s Readjustment Act to release a vet- 
eran from liability to the Administrator, in the circumstances stated, would not, 
for the reasons given above, be in the best interests of the Government. 

In view of all of the foregoing I am unable to recommend favorable considera- 
tion of the subject bills by the committee in their present comprehensive form. 

Due to the urgent request of the committee for a report on these measures, 
there has not been sufficient time in which to ascertain from the Bureau of the 


Budget the relationship of the proposed legislation to the program of the 
President. 


Sincerely yours, 


JOHN S. PATTERSON, 
Acting Administrator. 


(H. R. 9259, 84th Cong., 2d sess. | 


A BILL To amend title III of the Servicemen’s Readjustment Act to remove certain 


impediments to the processing of applications for Veterans’ Administration direct loans, 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 512 of the Servicemen’s Readjust- 
ment Act of 1944, as amended, is hereby amended by adding at the end thereof 
the following new subsections : 

“(g) Notwithstanding any other provision of law to the contrary unless 
enacted expressly in limitation hereof subsequent to the effective date of this 
subsection, no request or application received by the Administrator subsequent 
to January 1, 1956, for a loan pursuant to the provisions of subsection (a) of 
this section, shall be referred by him to any other agency of the Government 
or to any individual, group or association of private lenders for action thereon, 
prior to the approval or rejection of such land application, as the case may be, by 
the Administrator. 

“(h) The Administrator shall not reject an application for a loan under the 
provisions of subsection (a) of this section solely on the ground that a loan 
which would qualify for guaranty under the provisions of this title is available 
to the applicant unless it appears to the satisfaction of the Administrator that 
such eligible loan was offered by the lender at par, or, if offered subject to the 
payment of a fee or charges by the seller, builder or party other than the veteran, 
such fee or charge would be voluntarily paid by such seller, builder or party.” 
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[H. R. 9263, 84th Cong., 2d sess.] 


A BILL T amend title III of the Servicemen’s Readjustment Act to remove certain 
impediments to the processing of applications for Veterans’ Administration direct loans, 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 512 of the Servicemen’s Readjust- 
ment Act of 1944, as amended, is hereby amended by adding at the end thereof 
the following new subsections : 

“(g) Notwithstanding any other provision of law to the contrary unless 
enacted expressly in limitation hereof subsequent to the effective date of this 
subsection, no request or application, received by the Administrator subsequent 
to January 1, 1956, for a loan pursuant to the provisions of subsection (a) of 
this section, shall be referred by him to any other agency of the Goverament 
or to any individual, group or association of private lenders for action thereon, 
prior to the approval or rejection of such land application, as the case may be, by 
the Administrator. 

“(h) The Administrator shall not reject an application for a loan under the 
provisions of subsection (a) of this section solely on the ground that a loan 
which would qualify for guaranty under the provisions of this title is available 
to the applicant unless it appears to the satisfaetion of the Administrator that 
such eligible loan was offered by the lender at par, or, if offered subject to the 
payment of a fee or charges by the seller, builder or party other than the veteran, 
such fee or charge would be voluntarily paid by such seller, builder or party.” 


[H. R. 9283, 84th Cong., 2d sess.] 


A BILL To amend title III of the Servicemen’s Readjustment Act to remove certain 
impediments to the processing of applications for Veterans’ Administration direct loans, 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 512 of the Servicemen’s Read- 
justment Act of 1944, as amended, is hereby amended by adding at the end thereof 
the following new subsections: 

“(g) Notwithstanding any other provision of law to the contrary unless enacted 
expressly in limitation hereof subsequent to the effective date of this subsection, 
no request or application, received by the Administrator subsequent to January 
1, 1856, for a loan pursuant to the provisions of subsection (a) of this section, 
shall be referred by him to any other agency of the Government or to any indi- 
vidual, group or association of private lenders for action thereon, prior to the 
approval or rejection of such loan application, as the case may be, by the 
Administrator. 

“(h) The Administrator shall not reject an application for a loan under the 
provisions of subsection (a) of this section solely on the ground that a loan 
which would qualify for guaranty under the provisions of this title is available 
to the applicant unless it appears to the satisfaction of the Administrator that 
such eligible loan was offered by the lender at par, or, if offered subject to the 
payment of a fee or charges by the seller, builder, or party other than the veteran, 
such fee or charge would be voluntarily paid by such seller, builder, or party.” 


[H. R. 9288, 84th Cong., 2d sess.] 


A BILL To amend title III of the Servicemen’s Readjustment Act to remove certain 
impediments to the processing of applications for Veterans’ Administration direct loaas, 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 512 of the Servicemen’s Read- 
justment Act of 1944, as amended, is hereby amended by adding at the end thereof 
the following new subsections: 

“(g) Notwithstanding any other provision of law to the contrary unless enacted 
expressly in limitation hereof subsequent to the effective date of this subsection, 
no request or application, received by the Administrator subsequent to January 
1, 1956, for a loan pursuant to the provisions of subsection (a) of this section, 
shall be referred by him to any other agency of the Government or to any indi- 
vidual, group or association of private lenders for action thereon, prior to the 
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approval or rejection of such loan application, as the case may be, by the 
Administrator. 

“(h) The Administrator shall not reject an application for a loan under the 
provisions of subsection (a) of this section solely on the ground that a loan which 
would qualify for guaranty under the provisions of this title is available to the 
applicant unless it appears to the satisfaction of the Administrator that such 
eligible loan was offered by the lender at par, or, if offered subject to the pay- 
ment of a fee or charges by the seller, builder, or party other than the veteran, 
such fee or charge would be voluntarily paid by such seller, builder, or party.” 





[H. R. 9363, 84th Cong., 2d sess. ] 


A BILL To amend title III of the Servicemen’s Readjustment Act to remove certain 
impediments to the processing of applications for Veterans’ Administration direct loans, 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 512 of the Servicemen’s Readjust- 
ment Act of 1944, as amended, is hereby amended by adding at the end thereof 
the following new subsection: 

“(g) Notwithstanding any other provision of law to the contrary unless en- 
acted expressly in limitation hereof subsequent to the effective date of this sub- 
section, no request or application received by the Administrator subsequent to 
January 1, 1956, for a loan pursuant to the provisions of subsection (a) of this 
section, shall be referred by him to any other agency of the Government or to 
any individual, group, or association of private lenders for action thereon, prior 
to the approval or rejection of such loan application, as the case may be, by the 
Administrator. 

“(h) The Administrator shall not reject an application for a loan under the 
provisions of subsection (a) of this section solely on the ground that a loan 
which would qualify for guaranty under the provisions of this title is available 
to the applicant unless it appears to the satisfaction of the Administrator that 
such eligible loan was offered by the lender at par, or, if offered subject to the 
payment of a fee or charges by the seller, builder, or party other than the 
veteran, such fee or charge would be voluntarily paid by such seller, builder, or 
party.” 





[H. R. 9927, 84th Cong., 2d sess. ] 


A BILL To amend title III of the Servicemen’s Readjustment Act to remove certain 
impediments to the processing of applications for Veterans’ Administration direct loans, 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 512 of the Servicemen’s Readjust- 
ment Act of 1944, as amended, is hereby amended by adding at the end thereof 
the following new subsection: 

“(g) Notwithstanding any other provision of law to the contrary unless en- 
acted expressly in limitation hereof subsequent to the effective date of this sub- 
section, no request or application received by the Administrator subsequent to 
January 1, 1956, for a loan pursuant to the provisions of subsection (a) of this 
section, shall be referred by him to any other agency of the Government or to 
any individual, group, or association of private lenders for action thereon, prior 
to the approval or rejection of such loan application, as the case may be, by the 
Administrator. 

“(h) The Administrator shall not reject an application for a loan under the 
provisions of subsection (a) of this section solely on the ground that a loan 
which would qualify for guaranty under the provisions of this title is available 
to the applicant unless it appears to the satisfaction of the Administrator that 
such eligible loan was offered by the lender at par, or, if offered subject to the 
payment of a fee or charges by the seller, builder, or party other than the 
veteran, such fee or charge would be voluntarily paid by such seller, builder, or 
party.” 
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VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D. C., March 5, 1956. 
Hon. OuiIn E. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D.C. 

DeaR Mr. TeaGue: Further reference is made to your request for a report 
by the Veterans’ Administration on H. R. 9259, H. R. 9268, H. R. 9283, H. R. 9288, 
and H. R. 9363, 84th Congress, each entitled “A bill to amend title III of the 
Servicemen’s Readjustment Act to remove certain impediments to the processing 
of applications for Veterans’ Administration direct loans, and for other pur- 
poses.” It is noted that except for minor variations of punctuation and typogra- 
phy these bills are identical. 

These measures would amend section 512 of the Servicemen’s Readjustment 
Act of 1944, as amended, by adding new subsections (g) and (h) thereto. The 
new subsection (g) would preclude the Administrator of Veterans’ Affairs from 
transmitting applications received from veterans for Veterans’ Administration 
direct loans to any other Government or private lending agency prior to the 
approval or rejection of such loan application by the Veterans’ Administration. 
Under the provisions of proposed subsection (h) the Administrator would be 
prohibited from denying a veteran a direct loan solely on the ground that a 
guaranteed loan is available if the lender required a discount as a condition 
to making a guaranteed loan and such discount was not, or would not be, 
voluntarily paid by the seller, builder, or party other than the veteran. 

The proposed subsection 512 (g), restricting the referral of direct-loan appli- 
cations to private lenders, would, in effect, amend title VI of the Housing, Act 
of 1954 (Public Law 560, 83d Cong., approved August 2, 1954) which created 
the voluntary home mortgage credit program (hereinafter referred to for pur- 
poses of convenience as the VHMCP) for the purpose of encouraging and facili- 
tating the flow of private funds for housing credit into remote areas and smaller 
communities in order to eliminate, or reduce, the need for Veterans’ Adminis- 
tration direct loans. That the statute clearly contemplated close cooperation 
between the VHMCP and the Veterans’ Administration is indicated by section 
607 (a) thereof which states, in part, that “Each regional subcommittee [fof 
the VHMCP] shall * * * maintain liaison with officers * * * of the Veterans’ 
Administration within its region in order that such officers may be fully apprized 
of the function and work of the National Committee and regional subcommittees. 
It shall request such officers to supply to the subcommittee information regarding 
eases of unsatisfied demand for mortgage credit for loans eligible * * * for 
insurance or guaranty under the Servicemen’s Readjustment Act of 1944, as 
amended. Such officers are authorized to furnish such information to such 
subcommittee.” 

In addition section 607 (b) provides that “It [the VHMCP committee] shall 
render similar assistance to any applicant for a loan, the proceeds of which are 
to be used for the construction or purchase of a family dwelling or dwellings, 
upon receipt of information from the Veterans’ Administration to the effect 
that the applicant has applied for a direct loan, if he is eligible for such a loan, 
and that he is eligible for insurance or guaranty, under the Servicemen’s Read- 
justment Act of 1944, as amended.” 

Pursuant to the above-quoted provisions procedures were developed for 
coordinating the direct-loan program of the Veterans’ Administration with the 
VHMCP and under such procedures the Veterans’ Administration began a re- 
ferral of all applications received from veterans for direct loans to the regional 
committees which in turn attempted to locate private lenders willing to make 
Veterans’ Administration guaranteed loans. 

It should be noted that from the inception of the direct-loan program in July 
1950 the demand for funds had always far exceeded the supply and as a conse- 
quence many areas had long waiting lists of veterans seeking direct loans. In 
many cases a year or more elapsed before a veteran applicant for a direct 
loan could be issued a commitment and as a result many veterans were unable 
to acquire properties which they had in mind at the time they first applied. 

At the end of 1954, when the VHMCP got underway, there were 21,877 veterans 
on Veterans’ Administration waiting lists who were desirous of obtaining direct 
loans. With the initiation of procedures coordinating the processing of direct- 
loan applications with the VHMCP, pending applications, together with those 
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received currently, were referred to the regional committees. It is to be noted 
that initially it was provided by these operating procedures that Veterans’ 
Administration processing of direct loans would be resumed after 20 calendar 
days, if direct-loan funds were available, unless an extension of time were 
requested by the committee. A strict application of the 20-day rule proved a 
handicap to VHMCP placement efforts in some areas, however, and on March 25, 
1955, an instruction was issued extending the VHMCP processing period to 20 
workdays from the date the application was mailed to the committee with a 
possible extension up to a total of 30 workdays. Subsequently, a modification 
of the applicable procedures in August 1955 provided for a period of up to 45 
calendar days for consideration of a veteran’s application by the VHMCP 
committee. (Copies of all instructions referred to are enclosed for the use of 
the committee. ) 

In an instruction dated May 11, 1955, the outstanding referral instructions 
were modified to suspend referrals to VHMCP so that direct-loan benefits could 
be extended to as many eligible veterans as practicable before the termination 
of the Veterans’ Administration direct lending authority on June 30, 1955. 

From the beginning of the VHMCP through December 31, 1955, the Veterans’ 
Administration has referred 14,510 applications of veterans who had applied 
for direct loans and private lenders have made commitments in 4,521 of these 
cases. At the present time the Veterans’ Administration no longer maintains 
a direct loan waiting list. While it is true that numerous complaints have been 
received about delays encountered in processing applications through VHMCP, 
many of the cases arose during the formative period of the program when there 
naturally were many processing details which had to be ironed out in order 
to get the program underway. If the Veterans’ Administration were now to 
discontinue referral of applications to VHMCP it might again be necessary to 
establish waiting lists in the event that the legitimate veteran demand were 
to exceed the loanable funds in the direct-loan program. 

The language of the bills, as drawn, leaves open to question one matter relating 
to the intent of the proposal. It is indicated that no applications shall be referred 
by the Administrator “prior to the approval or rejection of such loan applica- 
tion, as the case may be, by the Administrator.” This might be construed to 
mean that following approval or rejection such referral will be made. If it is 
intended that no such referrals be made, it would appear that the quoted language 
should be stricken. 

The proposed new subsection 512 (h) which would be provided by these bills 
would prevent the Administrator from rejecting a direct-loan application solely 
on the ground that a guaranteed loan is available to the applicant unless it 
appears that such loan was offered by the lender at par or that the builder, seller, 
or party other than the veteran voluntarily paid any fee or charge to the lender. 
In coordinating the direct-loan program with the VHMCP it was recognized by 
the Veterans’ Administration that during periods of tight money supply and 
particularly in the rural and semirural areas which were eligible for direct 
loans, private lenders often would decline to make guaranteed loans at par. 
Since the charges which may be paid by the veteran are set forth expressly in 
Veterans’ Administration regulations, any discount required by the lender is 
collectible only from the builder, seller, or party other than the veteran. 

As the money supply tightens, veterans in metropolitan areas often find that 
they are able to obtain a Veterans’ Administration guaranteed loan only if 
the seller or builder will agree to the payment of a discount. It was not believed 
by the Veterans’ Administration that Congress intended that the veterans in 
areas eligible for direct loans be placed in a better position than those in the 
nearest metropolitan areas, but rather that they would be on a relatively equal 
footing. Consequently the Veterans’ Administration field offices were advised on 
February 18, 1955, that where guaranteed loans are available to veterans in 
rural and semirural areas on substantially the same terms and conditions as 
those which prevail in the nearest metropolitan localities in which guaranteed 
loans are being made, direct-loan applications would not be processed in such 
areas. After it was ascertained that in some instances guaranteed loans were 
being offered only at wide discounts the Veterans’ Administration field offices 
were instructed on May 13, 1955, that if the discount was in excess of two points 
it would be proper for the Veterans’ Administration to proceed with the process- 
ing of a direct loan. As a result of this policy some cases have been noted in 
which the veteran has been unable to acquire the home of his choice because of 
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the seller’s unwillingness to absorb a two-point discount. It is also the fact, 
however, that some veterans in metropolitan areas likewise have been deprived 
of a home of their choice because of their inability to obtain par financing and 
the seller’s unwillingness to absorb the discount required by the lender. It is 
recognized in this connection that in the metropolitan areas the veteran has a 
wider range of selection and thus may have more opportunity to locate another 
property on which Veterans’ Administration guaranteed financing may be 
arranged. 

The Veterans’ Administration has done its utmost to draw a proper line of 
balance in the administration of the laws providing for the direct-loan program 
and for the voluntary home mortgage credit program. This agency has en- 
deavored to administer the direct-loan program in such a manner as not to 
compete with private lenders who are willing to make guaranteed loans. On 
the other hand, it is recognized that the beneficial nature of the legislation 
requires that veterans be afforded opportunities thereunder for the acquisition 
of homes. In administering the one program and in cooperating with the other 
the Veterans’ Administration has been faced with many difficult decisions. 

In conclusion it should be emphasized that the objective of the VHMCP is a 
very laudable one. Consideration is present being given to thee possibility of 
working out the various administrative details so that complaints with respect 
to delays encountered in the processing of direct loans can be kept to a minimum. 
On the other hand the enactment of the proposed legislation would undoubtedly 
expedite the processing of direct-loan applications to the extent that funds are 
available but at the same time might well result in the VHMCP becoming 
inoperative. 

The foregoing comments are offered to reveal the effects of the proposed legis- 
lation insofar as the Veterans’ Administration is concerned, without recommend- 
ing whether or not the bills should be enacted into law. I trust that the analysis 
will be helpful to your committee in its determination of policy with respect to 
these bills. 

Due to the urgent request of the committee for a report on these measures, 
there has not been sufficient time in which to ascertain from the Bureau of the 
Budget the relationship of the proposed legislation to the program of the 
President. 

Sincerely yours, 
JOHN S. PATTERSON, 
Acting Administrator. 


DEPARTMENT OF VETERANS’ BENEFITS, VETERANS’ ADMINISTRATION 
Washington 25, D. C., December 27, 1954 
EMERGENCY INTERIM ISSUE (EM 4B—72) 


A. Basic Administrative Issues affected: VA Manual M4~16, Part I. 

B. Other Issues affected: Emergency Interim Issue EM 4B—61 and Emergency 
Interim Issue EM 4B-—62. 

C. Reason for Issue: To provide instructions for the coordination of VA pro- 
cedures relating to direct loans and guaranteed loans with the Voluntary Home 
peerage Credit Program established by title VI of the Housing Act of 1954 
(PL 560). 

D. Text of Emergency Interim Issue: 

1. Applicability. All regional offices with direct-loan activity will observe the 
policies and procedures enumerated herein. Regional offices with no direct-loan 
areas will also observe applicable portions of this issue; such offices should note 
especially paragraphs 2 through 4, 9, and 16 through 19 below. 

2. General. One primary purpose of the Voluntary Home Mortgage Credit 
Program (VHMCP) is to encourage and facilitate the flow of funds for housing 
credit into remote areas and small communities where such funds are not available 
in adequate supply. The procedures in this issue have been developed pursuant 
to a general statement of VA policies and procedures which has been utilized by 
the National Committee of the Voluntary Home Mortgage Credit Program in 
planning the operations of their Regional Committees. A primary objective of 
this Emergency Interim Issue is to provide appropriate procedures for coordinating 
V direct-loan program with VHMCP. In addition, provision is made for 
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referring veterans who do not qualify for direct loans to VH MCP offices for such 
financing assistance as may be provided by the activities of that program. 

3. VHMCP Regional Committees. The operations of the VHMCP will be car- 
ried out by 16 Regional Committees. An appropriate VA field official will serve 
as VA Advisory Member of each Committee. (All regional offices have already 
been advised as to the initial appointments of the VA Advisory Members of the 
Committees.) The VA Advisory Member of each Regional Committee will serve 
as a liaison officer between the Committee and the Managers of the VA regional 
offices within the Committee’s jurisdiction, in accordance with the general pro- 
cedures prescribed in this issue. 

4. Effective date. Since the Regional Committees will be ready to commence 
operations on varying dates, the procedures in this issue will not become effective 
in a particular VA regional office until receipt of further advice from Central 
Office. As soon as this office is advised that a particular VH MCP Regional Com- 
mittee will be ready to commence full operations on a specified date, each VA 
regional office concerned will be so advised by TWX, and commencing on such 
date, the procedures in this issue will be followed. The rescissions noted in para- 
graph 19 will also take effect on that date. 

5. Processing of direct-loan applications on hand. All direct-loan applications 
(VA Form 4—6921) which a e in process on the effective date prescribed by para- 
graph 4 above will be processed in accordance with the procedures in effect prior 
to the effective date. Accordingly, it will not be necessary to refer such applica- 
tions to the VH MCP Regional Committee. 

6. Future processing of direct-loan applications where FL 4-501 or FL 4-502 was 
sent prior to effective date. Any applications received after the effective date from 
veterans to whom FL 4-501 or FL. 4-502 was sent prior to the effective date will 
be processed in the same manner as other applications received after the effective 
date, except that (1) any application fee forwarded with the application will be 
immediately returned or refunded, with an appropriate explanation of the new 
procedure similar to that provided in the ‘‘Exhibit A” letter. (See paragraph 7 
below.) 

7. Processing of direct-loan waiting list cases where FL 4-501 was not sent prior to 
effective date. As soon as possible after the effective date, form letters containing 
the language of Exhibit A* will be sent to all veterans on the direct-loan waiting 
list to whom FL 4-501 has not previously been sent. It will be noted that Exhibit 
A invites these veterans to file direct-loan applications, advises them that such 
applications will be referred to VHMCP before being processed for direct-loan 
approval by VA, and states that if the application is returned within 15 calendar 
days future direct-loan processing priority will be based on the date of their original 
request, in the event that VHMCP assistance does not result in obtaining a loan. 
The Loan Guaranty Officer may, on request, extend the time allowed for retention 
of priority in Exhibit A letter for a reasonable period (not to exceed 15 additional 
days), but only where reasons are advanced which indicate that the veteran did 
not have a reasonable opportunity to file an application within the period originally 
specified. 

Notse.—Since the requirement for remitting fees with the initial application 
will be discontinued after the effective date, all blank application forms (VA Form 
4-6921). distributed thereafter will be corrected by deleting this requirement 
(Instruction ITI) from the instructions preceding item1. A corresponding revisior. 
will be made in the next reprint of this form. 

8. Requests for assistance in obtaining loans—area and purpose apparently 
eligible for direct loans. The veteran requesting such assistance after the ef- 
fective date where the information available indicates that the area and purpose 
are apparently eligible for direct loan processing, will be furnished a letter in the 
format of Exhibit B, together with the direct loan application and related forms 
indicated. Veterans who visit the regional office to request such assistance and 
who appear to be eligible for direct loans may also be given the necessary forms, 
together with a copy of the “Exhibit B’’ letter. No record need be maintained 
of the distribution of applications and ‘‘Exhibit B’’ letters. 

9. Requests for assistance in obtaining loans—area or purpose not eligible for 
direct loans. When it appears that the veteran is eligible for a guaranteed loan 
but not a direct loan, the inquiry will be answered by a letter in the format of 
Exhibit C, with the appropriate boxes checked to indicate (1) the reason for direct 
loan ineligibility and (2) the status of the area with respect to VHMCP. (In 
this connection, the VA Advisory Member to the Committee will notify the 


*Exhibits A through J herein are being processed as standardized form letters. The FL numbers are indi- 
cated on each exhibit. See paragraph 16 on page 10. 
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managers of any regional offices concerned regarding any areas, other than VA 
direct loan areas, where the VH MCP Committee will accept assistance applications 
from veterans generally.) 

The enclosures indicated at the bottom of Exhibit C will be supplied in each 
instance, except that when the veteran visits the regional office in person he will 
be furnished only those forms which inquiry indicates he needs. 

Norte.—An initial distribution of the VH MCP forms is being made; additional 
supplies will be available through usual channels. If the initial supply is ex- 
hausted before replenished through VA channels, an interim supply may be 
available from the VHMCP Committee office serving your area. The address 
of the Regional Committee office having jurisdiction will be entered (by rubber 
stamp or otherwise) on all VMC Forms 2.and 3 distributed by VA. 

In addition, the VA regional office will provide the veteran with any information 
readily available in the regional office regarding possible sources of V A-guaranteed 
loans. In replying to mail inquiries, such information may be supplied as a 
supplemental statement on the “Exhibit C”’ letter. 

10. Processing of direct loan applications received after effective date. 

a. Priority of processing.—It will be noted that under the provisions of this 
Emergency Issue, the procedures for establishing waiting lists and determining 
processing priority formerly in effect are superseded. Generally speaking, once 
the procedures of this Issue are placed into effect, direct loan applications will be 
processed on a first come, first served basis. However, in fairness to those vet- 
erans who have been placed on direct loan waiting lists under the procedures 
formerly in effect, certain transitional procedures for maintaining processing 
priority are necessary. No formal priority groups are being established for this 
purpose, although for convenience in reference, all applications received after 
the effective date will be classified into two categories, as follows: 

“Waiting list applications’ Applications received from veterans who were on 
the direct loan waiting list prior to the effective date, provided such applications 
are received within the time allowed for retention of priority or authorized ex- 
tension thereof. (Note—The applications referred to in paragraphs 5, 6, and 7 
above will be classified as “‘waiting list applications” if they are received within 
the time specified for retention of priority.) 

‘“‘New applications’”—All applications received after the effective date from 
veterans who were not on the waiting list prior to the effective date, plus applica- 
tions from veterans on the waiting list who lost their priority because of failure 
to submit the applications within the period allowed for retention of priority. 

Generally speaking all formal applications will be processed in the order re- 
ceived up to the point where the veteran ts requested to submit his application fee. 
(See paragraph 10f below.) However, in any case where a substantial number of 
formal applications are on hand and are awaiting preliminary screening or re- 
ferral to VH MCP, “waiting list applications’ will be given priority over “new 
applications” and insofar as practicable the “waiting list applications” will be 
given priority in accordance with relative standing on the waiting list. Jt is 
particularly important that the instructions for processing priority prescribed in 
paragraph 10f below be carefully observed, in order to avoid having ‘‘new ap- 
plications” reach the fund reservation stage ahead of applications from veterans 
who had been on the waiting list for prolonged periods. 

b. Initial screening of applications. All applications received after the ef- 
fective date will be given an initial screening, based on the data included in or 
submitted with the application, to determine whether the area and the proposed 
purpose of the loan are eligible for a direct loan. The preliminary screening will 
also include a preliminary review of the veteran’s indicated ability to repay the 
loan requested, based on the facts available in the file without obtaining a credit 
report. (The credit report and appraisal will not be ordered at this stage—see 
paragraph 10g below.) 

ce. Eligibility determinations. All direct loan applications submitted should be 
accompanied by either a Certificate of Eligibility or a request for eligibility de- 
termination (VA Form 4-1880) together with the necessary discharge papers. 
If Form 4—1880 accompanies the application, the regional office will make the 
necessary eligibility determination and will prepare the Certificate of Eligibility 
(or notation regarding ineligibility), and place it, together with the veteran’s 
discharge papers, in the direct loan docket temporarily. (See subparagraphs 
d (1), d (2), and d (3) below.) 

d. Procedure following completion of preliminary screening. As soon as the 
preliminary screening has been completed and any necessary eligibility deter- 
mination made, a decision will be made as to which of the following categories 
is applicable: 
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Category 1—Application apparently qualifies for direct loan in all respects, 

Category 2—Application not eligible for direct loan, but it appears that the 
veteran’s proposed transaction would be eligible for a guaranteed loan, 

Category 3—Transaction not eligible for either a guaranteed loan or a direct 
loan. 

Further processing for each of these categories will be undertaken as follows: 

(1) Category 1. Three photostatic copies of each such application will be 
obtained (after inserting the purchase price or cost in line A of the block cap- 
tioned “For VA use only’’). These copies will be forwarded to the VH MCP 
Regional Committee, with a transmittal letter in the format indicated by Exhibit 
D, with the appropriate box checked to indicate that the applications enclosed 
are believed to be eligible for either guaranteed or direct loans. Concurrently 
a letter in the format indicated by Exhibit E will be dispatched to each applicant, 
acknowledging receipt of his application, advising him of its current status, and 
returning his eligibility documents. The original application will be retained 
by VA. 

Norse.—If a veteran, in submitting his direct loan application, indicates that 
he has previously filed an Assistance Application, an appropriate notation of 
that fact will be attached to the application when and if it is referred to VH MCP, 
to facilitate the Committee’s work in determining what further efforts should 
be made to place the veteran’s direct loan application. 

(2) Category 2. For each application in this category, the veteran will be 
advised by a letter in the format of Exhibit F that his application has been 
rejected for a direct loan but that copies are being referred to VH MCP since he 
may qualify for a guaranteed loan. (Eligibility documents will be returned 
with this letter.) Three photostatic copies of each such application will be pre- 
pared (as indicated in the preceding subparagraph) and forwarded to the VH MCP 
Committee, with a separate “‘Exhibit D’”’ transmittal letter indicating (by check- 
ing the appropriate box) that the applications, though not qualifying for direct 
loans, appear to be eligible for guaranteed loans. In each instance, a copy of 
the Exhibit F letter, indicating the reason for direct loan ineligibility, will be 
attached to the related copies of the application form. 

(3) Category 3. Applications in this category will be rejected, and the veteran 
advised by an “Exhibit F” letter, with appropriate boxes checked to indicate 
the reasons for rejection and the reason why the proposed transaction is apparently 
not eligible for assistance by the VHMCP. Eligibility documents will be returned. 

e. VA procedure if private lender agrees to accept guaranteed loan application. 
If after a case has been referred to VH MCP, the regional office is advised that 
a private lender has made a commitment to accept the loan, the veteran will be 
appropriately advised by a letter in the format of Exhibit G, the direct loan file 
will be closed, and any fund reservation made for the particular application will 
be cancelled. This procedure will be followed whenever the advice regarding 
a private lender’s commitment is received prior to issuance by VA of advice of 
approval or commitment to make the loan, per paragraph 2.35 or 3.08 of VA 
Manual M4-16, Part I. (However, after VA has issued advice of approval or 
commitment, VA will proceed to make the direct loan and will so advise the 
lender concerned.) It will be noted that Exhibit G advises the veteran that, 
in the event the private lender fails to make him a loan, his direct loan applica- 
tion may be reinstated. If such instances arise, the reinstated applications will 
be accorded priority in accordance with their status at the time the files were 
“closed.” 

f. Resumption of VA processing if VH MCP referral is unproductive. VA process- 
ing of the direct loan will be resumed after 20 calendar days if funds are available 
unless the Committee requests an extension of time in specific cases. Accord- 
ingly, as soon as the period for VH MCP action on the first cases referred to the 
Committee expires, a determination will be made as to whether sufficient un- 
reserved funds are available to permit reservations for all ‘waiting list applica- 
tions’ not otherwise disposed of where the time for VH MCP action has expired. 
If sufficient funds are available for this purpose, or as soon thereafter as funds 
become available, the veteran applicants who had submitted such ‘‘waiting list 
Fa at al will be requested to transmit the necessary fee (thereby reaffirming 
their interest in a direct loan) by form letters in the format of Exhibit H. There- 
after, when the time allowed for VH MCP action expires with respect to addi- 
tional “waiting list applications,” the “Exhibit H”’ letters will be dispatched 
immediately if sufficient funds are available, or as soon thereafter as sufficient 
funds become available. 

Copies of all “Exhibit H” letters dispatched will be sent concurrently to the 
Regional Committee, utilizing the “Exhibit D” letter (appropriately completed) 
as a transmittal. 
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Whenever a request is received from the Committee for an extension of time to 
permit further consideration of the application by a private lender, the request 
will be acknowledged by a letter in the format of “Bshibit I,” indicating that 
further VA processing will be suspended until a specified date. The date so speci- 
fied will in all cases be 30 days following the date of original referral to the Coi 
mittee. The appropriate box will be checked to indicate whether or not sufficient 
funds are expected to be available for the particular application within 30 days of 
the original referral, for the Committee’s information. 

It is important that the “Exhibit H”’ letters be dispatched in accordance with the 
procedures described above, only when funds are available for further processing of 
the application concerned. To obviate requesting fees when funds are not in fact 
available, offices should at all times keep track of the number of “Exhibit H” 
letters outstanding plus any pending applications where fees have been received 
but the fund reservation not yet made. 

“Exhibit H”’ letters will not be sent to request fees for “new applications” 
until the time allowed for VH MCP processing of all ‘‘waiting list applications” 
has expired and the “Exhibit H”’ letters sent out on the “waiting list applications.” 

If at any time the unreserved funds available are insufficient to accommodate 
all “waiting list applications” where the time for VHMCP action has expired, 
priority should be accorded in dispatching “Exhibit H”’ letters according to the 
ee. standing on the prior waiting list. However, the dispatch of “Exhibit 

” letters to the first applicants whose “waiting list applications” reach this stage 
should nct be deferred for prolonged periods simply to permit the applications from 
veterans with longer standing on the waiting list to catch up. However, the 
Regional Manager is authorized to establish subsidiary priority categories within 
the ‘‘waiting list application” category if deemed necessary to assure that veterans 
who were on the waiting list for substantial periods are given priority over those 
veterans who were placed on the waiting list shortly before the effective date. 

(Norr.—In regional offices with no waiting lists or with short waiting lists where 
ample funds are available to accommodate all applications in process (including 
those where the time for VH MCP action has not expired) the priority provisions 
of this paragraph will be unnecessary, and may be disregarded.) 

g. Procedure following receipt of application fee from veteran. As soon as an 
applicant’s reply to the “Exhibit H’’ letter is received transmitting the necessary 
fee and other required documents (e. g., Certificate of Eligibility), a fund reserva- 
tion will be made, the letter acknowledged by an “Exhibit J” letter (or an indi- 
vidual letter if further information or documents are required), and the credit 
report and appraisal will be ordered. The amount to be reserved will be the loan 
amount shown on the application. If later the application is withdrawn or re- 
jected or the amount of the loan is increased or reduced, an appropriate adjustment 
will be made in the quota-control register. Thereafter, all subsequent processing 
will be carried out—as heretofore—in accordance with the applicable procedures 
of VA Manual M4-16, Part I. 

11. New Application Register. At the opening of business on the effective date 
(see paragraph 4), a new application register will be established for all direct-loan 
applications (VA Form 4-6921) received on and after the effective date. The 
new application register, as hereinafter provided, will replace the application 
register prescribed in paragraph 2.12, VA Manual M4-16, Part I. Regional 
offices will prepare their own application registers since no specially printed forms 
will be supplied by Central Office. The format of the new application register 
will be as follows: 





Column headings : Instructions 
Date received_____------ Enter date VA Form 4—6921 received. 
PE eee axe Enter the application number, commencing with the 


next number following the last number assigned 
prior to the establishment of the new register and 
continuing in ascending numerical sequence. 

DO 6 ee Enter applicant’s name, 

Withdrawn or rejected... Enter date on which VA received notice of withdrawal 
of application by veteran (this will not include loans 
committed under VHMCP) or date on which VA 
rejected the application. (This will include all re- 
jections by VA as not eligible for direct loans, in- 
cluding all rejections at the preliminary screening 
stage, irrespective of whether they are thereafter 
referred to VHMCP, i. e., categories 2 and 3 per 
paragraph 10d above.) 
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Column headings Instructions 
Referred under VHMCP-. Enter date of all referrals to Voluntary Home Mort- 
gage Credit Committee. Note that referrals of 
ineligible direct loan applications (i. e., category 2 
per paragraph 10d above) will also have a date entry 
in the “withdrawn or rejected” column. 
Commitments under Enter date on which VA received advice that private 
VHMCP. lender made commitment to accept a loan which 
would otherwise have been eligible for processing as 
a direct-loan. If later advice is received that the 
commitment did not result in a loan, a line will be 
drawn through the entry in this column. 
Fee requested_-_._.-_-_-- Enter date on which VA requested veteran to submit 
fee for credit report and appraisal, preparatory to 
processing as a direct loan. 


Fee received.......__..- Enter date on which VA received fee from veteran for 
credit report and appraisal. 
Funds reserved_______-_-- Enter date on which direct loan funds were reserved. 


This will be the same date on which the initial entry 
for this loan is made on the quota-control register. 


Every application will be recorded on the application register upon receipt even 
though it may be incomplete or may not have the required supporting attach- 
ments at the time of initial submission. Applications will be time stamped as 
received and will be entered on the register strictly in accordance with the order 
of their receipt. 

12. Furnishing information to VHMCP regarding reference lists, etc. The infor- 
mation collected by VA regional offices regarding the willingness of lenders to 
consider guaranteed loans in eligible direct loan areas pursuant to paragraph 5 
of EM 4B-62 may prove to be of value to the VHMCP Regional Conataittaen 
particularly if such Committees have difficulty in locating lenders willing to parti- 
cipate with respect to specific areas. The VA Advisory Member of each Com- 
mittee will advise the Committee regarding the possible availabliity of such 
information from VA regional offices. If a Regional Committee believes that 
such information would be of assistance, they will arrange through the VA Ad- 
visory Member to request such information from the Manager of the VA regional 
office concerned. Upon receipt of any such request, the regional office will 
promptly furnish whatever information is available with respect to the area or 
areas about which the Committee has inquired. It is understood that the 
Committee will thereafter communicate directly with the lenders concerned to 
solicit their cooperation in the VH MCP. 

13. Changes in direct loan area eligibility. The Manager of each VA regional 
office will continue to be responsible for maintaining a continuing review of the 
status of eligible direct loan areas and for initiating recommendations for changes 
in eligibility status whenever it appears that the availability of GI loans from 
private lenders in a particular area justifies such a change. In addition to the 
information heretofore considered in making such determinations, the experience 
of the regional office in making referrals to the VH MCP Committee, and the 
Committee’s success in placing such applications with private lenders, will be 
taken into consideration. For example, if over a period of several months it 
appears that the Committee is successful in placing most qualified direct loan 
applications with private lenders, and if it also appears likely that a reasonably 
adequate supply of private financing will continue to be avialable in a particular 
area, the Manager should recommend that the grea be deleted from direct loan 
eligibility, submitting with his recommendation to Central Office a complete 
summary of the information on which the recommendation is based. Also, in 
the event a Regional Committee makes a formal request that the direct loan 
eligibility status of any area be reconsidered by VA, such request will be forwarded 
to the Manager of the VA regional office concerned by the VA Advisory Member; 
the Manager will thereupon initiate a review of the status of such area, and will 
in every instance report promptly to Central Office regarding such request, with 
a full statement of facts bearing on the matter, together with his recommendation 
as to what action should be taken. 

14. Authority for geographic suballotments. In view of the substantial reduction 
in VA direct loan waiting lists which has occurred since the enactment of Public 
Law 611 on August 21, 1954, and taking into consideration the prospects for 
placing future direct loan applications through the facilities of VHMCP, there 
appears to be no justification for a continuation of the authority to establish 













































































3044 MISCELLANEOUS BILLS 


geographic suballotments within a regional office. Accordingly, no geographic 
suballotments shall be made by any regional office, and all dircet loan applications 
will be processed on a first come, first served basis, except for the transitional 
priority procedures prescribed in paragraph 10a and 10f of this issue. 

15. Reporting instructions. In order to supply Central Office with essential 
information regarding operations of the direct loan program under the revised 
procedures of this Issue, certain revisions in the instructions for the preparation 
of the Monthly Report on Direct Loans are necessary. These instructions are 
being issued in a separate Emergency Interim Issue. 

16. Form letters. An initial distribution of form letters FL VB4—511 through 
FL VB4—520 (Exhibits A through J) is being furnished. In the event that the 
regional office is notified of the effective date of this issue before a supply of these 
letters is received, such regional office is authorized to prepare them in the most 
economical manner. 

It will be noted that a number of the standardized form letters previously used 
will become obsolete after the effective date of this issue (as listed in paragraph 
19¢ below). In addition, the “Exhibit F’’ letter (FL VB4—516) will be used in 
lieu of FL 4-506 when applications are rejected at the preliminary review stage, 
although FL 4—506 will continue to be used for rejections after the veteran has 
forwarded the fee for the credit report and appraisal. 

17. Activities of VHMCP other than those relating directly to VA. For your 
general information, the Regional Committee will also extend assistance in remote 
areas and for minority groups to (1) individuals who desire assistance in obtaining 
FHA financing, (2) builders who desire assistance in locating a source of FHA- 
insured or VA-guaranteed financing, and (3) lenders who desire assistance in 
locating a secondary market outlet for FHA-insured or VA-guaranteed loans 
which they contemplate originating. Persons interested in such activities of 
VHMCP should be referred directly to the Regional Committee office. 

18. Direct loan sales procedures. As indicated in paragraph 11 of EM 4B~-62, 
appropriate revisions in chapter 5 of VA Manual M4—16, Part I, and in VA Pam- 
phlet 4-9 to reflect the recent amendment of section 512 (d) are in process. In 
the interim, regional offices should continue their efforts to sell direct loans to 
private investors, and if any offers to purchase direct loans are received from indi- 
viduals or other investors not formerly eligible as purchasers, such offers may be 
accepted if the respective purchaser gives adequate assurance that the loans will be 
properly serviced. 

19. Rescissions (effective on date indicated by paragraph 4 above.) 

a. Emergency Interim Issues EM 4B—61 and EM 4B-62. 

b. VA Manual M4~-16, Part I, paragraph 2.04.1, 2.10, 2.11, 2.12, 2.18, 2.19 
(final sentence only), 2.20, 2.21, 2.24, 2.26, 2.26.1, 2.26.2, 2.27, 2.29, and 2.43. 

c. Form Letters FL 4-500, FL 4-501, FL 4-502, FL 4-503, FL 4-507, and FL 
4-508. The form letters will be discontinued formally in a forthcoming form letter 
bulletin. 

Ratresa H. Srons, 
Deputy Administrator for Veterans Benefits 
Distribution: 
CO—Limited 
RO & CNR—Same as M4-16, Part I 
ASO—4 copies each 
Exursir A 


This refers to our previous letter concerning your request for a direct loan. 

Under the provisions of the Housing Act of 1954, the Voluntary Home Mortgage 
Credit Program has been established, with one of its purposes to assist eligible 
veterans in finding private lenders who may be willing to make loans guaranteed 
by the Veterans’ Administration. Consequently, in order to utilize the loan 
placement facilities of this program, all direct loan applications which we receive 
will be referred to the Regional Committee of the Voluntary Home Mortgage 
Credit Program before further consideration is given to such requests by the Vet- 
erans’ Administration. 

In order to aid you in obtaining the home financing you have requested, we are 
enclosing an application form for a direct loan (VA Form 4—6921), together with a 
form for requesting the determination of your eligibility (VA Form 4—1880). It 
is requested that you complete both of these forms as soon as possible and return 
them to this office. If you have previously been issued a Certificate of Eligibility 
by the Veterans’ Administration (VA Form 4—1870) based on your latest period of 
active military service, it will not be necessary for you to complete and return the 
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request for determination of eligibility. However, if eligibility based on your most 
recent service has not previously been determined, return that form together with 
the appropriate discharge papers evidencing your military service. 

Upon receipt of your completed direct loan application we will have copies made 
and send them to the Regional Committee of the Voluntary Home Mortgage Credit 
Program. They in turn, will send those copies to lenders who have expressed an 
interest in considering mortgage loan applications from your locality. If the 
Voluntary Home Mortgage Credit Committee is successful in locating a lender 
interested in your application your next communication may be from such lender. 
However, if a private lender willing to make a loan which may be guaranteed by 
the Veterans’ Administration cannot be found, this office will give further consider- 
ation to your application as soon as funds are available and your name has been 
reached on the waiting list. 

Since the funds available to the Veterans’ Administration for the making of direct 
loans are limited, and since the direct loan applications of veterans requesting 
direct loans in the future will be processed on a first come, first served basis, 
depending on the date the formal application (VA Form 4—6921) is received, it 
will be to your advantage to complete and return the enclosed forms to this office 
as soon as possible. 

However, since your name has been on the diree loan waiting list for some time, 
if you return your completed application within 15 days from the date of this letter, 
you will retain your priority for future direct 'oz n processing, based on the date of 
your original request. After the 15-day pe iod has expired, all applications will 
be processed on a first come, first served basis, irrespective of the veteran’s position 
on prior waiting lists. 

If a private lender cannot be found to make you a guaranteed loan within a 
reasonable period of time, this office will advise you further as soon as sufficient 
funds become available to permit further processing of a direct loan, and will ask 
you to send a fee to this office to cover the cost of a credit report and an appraisal 
of the property you propose to buy. However, do not send any money to this 
office when you return the enclosed forms. 

Very truly yours, 


Enels: VA Form 4—6921. 
VA Form 4-1880. 
VA Pamphlet 4-10. 
FL VB4-511 (NR) 
Dec 1954. 
Exuririt B 


This is in reply to your recent request for a direct loan. 

Under the provisions of the Housing Act of 1954, the Voluntary Home Mortgage 
Credit Program has been established, with one of its purposes to assist eligible 
veterans in finding private lenders who may be willing to make loans guaranteed 
by the Veterans’ Administration. Consequently, in order to utilize the loan 
placement facilities of this program, all direct loan applications which we receive 
will be referred to the Regional Committee of the Voluntary Home Mortgage 
Credit Program before further consideration is given to such requests by the 
Veterans’ Administration. 

In order to aid you in obtaining the home financing you have requested, we 
are enclosing an application form for a direct loan (VA Form 4—6921), together 
with a form for requesting the determination of your eligibility (VA Form 4-1880). 
It. is requested that you complete both of these forms as sooa as possible and 
return them to this office. If you have previously been issued a Certificate of 
Eligibility by the Veterans’ Administration (VA Form 4-1870) based on your 
latest period of active military service, it will not be necessary for you to complete 
and return the request for determination of eligibility. However, if eligibility 
based on your most recent service has not previously been determined, return 
that form together with the appropriate discharge papers evidencing your military 
service. 

Upon receipt of your completed direct loan application we will have copies made 
and send them to the Regional Committee of the Voluntary Home Mortgage 
Credit Program. They in turn, will send those copies to lenders w'9 have 
expressed an interest in considering mortgage loan applications from your locality. 
If the Voluntary Home Mortgage Credit Committee is successful in locating a 
lender interested in your application your next communication may be from such 
lender. However, if a private lender willing to make a loan which may be 
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guaranteed by the Veterans’ Administration cannot be found, this office will give 
further consideration to your application as soon as funds are available and your 
name has been reached on the waiting list. 

Since the funds available to the Veterans Administration for the making of 
direct loans are limited, and since the direct loan applications of veterans request- 
ing direct loans in the future will be processed on a first come, first served basis, 
depending on the date the formal application (VA Form 4-6921) is received, it 
will be to your advantage to complete and return the enclosed forms to this office 
as soon as possible. 

If a private lender cannot be found to make you a guaranteed loan within a 
reasonable period of time, this office will advise you further as soon as sufficient 
funds become available to permit further processing of a direct loan, and will ask 
you to send a fee to this office to cover the cost of a credit report and an appraisal 
of the property you propose to buy. However, do not send any money to this 
office when you return the enclosed forms. 

If it happens that you have previously submitted an Assistance Application 
to the Regional Committee of the Voluntary Home Mortgage Credit Program, 
but have been unable to obtain the desired financing through that source, you 
should explain the status of that Assistance Application when you return your 
direct loan application to this office, so that we can appropriately expedite the 
processing of your case. 

Very truly yours, 


Enels: VA Form 4—-6921 
VA Form 4-1880 
VA Pamphlet 4-10 
FL VB4-512 
Dec 1954 


Exutsit C 


This is in reference to your request for assistance in financing the purchase of a 
home. According to the information presented to us, it appears that you are not 
eligible for a direct loan by the Veterans’ Administration but may be eligible to 
obtain a loan from a private lender, subject to guaranty by the Veterans’ Adminis- 
tration. The reason your case is not eligible for a direct loan is indicated by an 
“*X”’ in the appropriate block or blocks iisted below. 


[] The property which you wish to buy is not located in the area designated 
by VA as eligible for direct loans. 

[] The amount of the loan which you seek exceeds statutory limit of $10,000 for 
direct loans. 

[] According to our records, you are not eligible to obtain a direct loan because 
of previous use of part of your loan guaranty entitlement; however, you 
have some entitlement remaining which may be used in the guaranty of a 
loan made by a private lender. 

[] [Explain other reason.] 


Under provisions of the Housing Act of 1954, the Regional Committees of the 
Voluntary Home Mortgage Credit Program have been organized, with one of their 
purposes to assist veterans in obtaining financing in localities where GI loans are 
difficult to find. Since it appears that you may qualify for a guaranteed loan, 
we are enclosing copies of the necessary forms and instructions for requesting 
assistance under this program. If you wish to request such assistance you should 
complete and forward the enclosed ““VMC Forms 2 and 3” to the Regional Com- 
mittee of the Voluntary Home Mortgage Credit Program, in accordance with the 
enclosed instructions. 

For your information, the status of your area with respect to the Voluntary 
Home Mortgage Credit Program is indicated by an “X” in the appropriate block 
below: 


[] Your area has been designated as one in which the Regional Committee will 
accept Assistance Applications from any eligible veteran. 

[] Your area has not been designated as one in which this program will oper- 
ate, except in the case of housing for members of minority groups who can- 
not obtain FHA-insured or VA-guaranteed mortgage credit on the same 
terms as are generally available to others in the area, Unless you advise 
that the housing for which you seek financing assistance is to be available 
for ownership or occupancy by a member of a minority group, the Com- 
mittee will not be able to process your application. 
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We are also enclosing a copy of VA Form 4-1880, Request for Determination 
of Eligibility. In the event that you have not previously had your eligibility 
for loan guaranty benefits determined on the basis of your latest period of active 
military service, we suggest that you complete this form and return it to this 
office together with the discharge papers necessary to evidence your military 
service. If you are found eligible for guaranteed loan benefits, a Certificate of 
Eligibility will be issued and mailed to you. 

Very truly yours, 


Encls. VHMCP Form letter 
VMC Form 2 (4 cys) 
VMC Form 3 
VA Form 4—-1880 
VA Pamphlet 4-10 
FL VB4-513 
Dec. 1954 


Exurpit D 
REGIONAL COMMITTEE, 
Voluntary Home Mortgage Credit Program. 
GENTLEMEN: 


1. (] We are enclosing herewith ____ direct loan applications (in triplicate), 

which bear the application numbers listed below. You are further advised that: 

a. [) All these applications appear to qualify for either V A-guaranteed 

loans or for direct loans, based on our preliminary review of the applications. 

b. () All of these applications, based on our preliminary review, appear 

to be eligible for VA-guaranteed loans, but do not qualify for direct loans 

for the reason indicated on the copy of the lecter to the veteran which is 
attached in each instance (in duplicate). 

2. (] Please be advised that this office is ready to proceed with the processing 
of direct loans for the application numbers listed below. (Copies of these appli- 
cations were previously forwarded to your office). Copies of letters to the 
veterans advising that VA is ready to proceed with the processing of these direct 
loan applications are also enclosed for your information (in duplicate). 

3. The direct loan application numbers referred to above are: 

Very truly yours, 


FL VB4-514 
Dec. 1954 


Exuisirt E 
Application No. —— 

Dear Sir: This will acknowledge receipt of your application for a direct loan. 

Copies of your application have been made and forwarded to the Regional 
Committee of the Voluntary Home Mortgage Credit Program for reference to 
private lenders who may be willing to make you a VA-guaranteed loan. It is 
hoped that you will be able to obtain the loan you desire from a private lender; 
if you do, please advise this office promptly. 

In any event we will communicate with you further, and if a private financing 
source is not found, will let you know as soon as we are able to give consideration 
to your direct loan application. Meanwhile we are enclosing your Certificate of 
Eligibility which should be held by you until such time as it is requested for use in 
connection with either a guaranteed or a direct loan. We are also returning here- 
with any discharge papers which you submitted with your direct loan application. 

Please refer to the above application number in any correspondence you may 
send to this office regarding your application. 

Very truly yours, 


FL VB4-515 

Dee 1954 
Exuisit F 

Application No. —— 

Dear Sir: Careful consideration has been given your application and support- 

ing papers for a direct loan. We regret to inform you that the loan you have 

requested is not eligible for a direct loan under the law and regulations for the 

reason checked below: 
[]Your military service or the character of your separation therefrom does 
not meet the requirements for eligibility. 
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CJA direct loan may not be made if any of the veteran’s guaranty benefit has 
been used previously. Your Certificate of Eligibility indicates that you 
have previously used part of your entitlement, but that you have $________ 
remaining entitlement which under the law is available for guaranteed home 
loan purposes but not for direct loans. 

[]No direct loans are authorized to be made in the area in which the property 
described in your application is situated. i 

(jThe amount of the loan which you requested exceeds the $10,000 maximum 
limit specified by law for direct loans. 

(jOur analysis of the information shown in your application indicates that 
the monthly payment required to retire the proposed loan exceeds an 
amount which would bear a proper relation to your present and anticipated 
income. 

(jInsufficient proof is shown of inability to obtain a GI loan from private 
lending sources. 

C)[Explain other reason.] 

As explained ia our earlier letter, the Voluntary Home Mortgage Credit Program 
(VH MCP) provides an additional avenue for assisting eligible veterans in obtain- 
ing GI loans under certain circumstances. We have considered the possibility of 
referring your application to the VH MCP Regional Committee and have taken 
the action indicated by the box checked below: 

[jit appears that you may qualify for a VA-guaranteed loan, and that you 
are eligible for VHMCP assistance. Accordingly, we have forwarded 
copies of your application to the VHMCP Regional Committee. In the 
event the Regional Committee is successful in finding a lender who will 
consider your application, you will hear further directly from such lender. 

[jit appears that the reason indicated above for direct loan ineligibility 
would also disqualify you for a VA-guaranteed loan on the transaction 
described in your application. Accordingly, we have not referred your 
application to the Regional Committee, since no useful purpose would be 
served by such referral. 

[]The area in which the property described in your application is located 
has not been classified by the Regional Committee as an area where 
VHMCPFP assistance will be given to applicants generally, since the Com- 
mittee has determined that home mortgage financing is generally available 
in the area to qualified applicants, other than members of minority groups. 
Accordingly, your application has not been referred to VH MCP. 

If you have occasion to communicate with this office further regarding your 

application, please refer to the above application number. 

Your discharge or separation papers and/or Certificate of Eligibility are attached 
hereto. 

Very truly yours, 


FL VB4—-516 
Dec 1954 
Exursit G 
Application No. —— 

Dear Sir: We have been advised that a private lender expects to make a VA- 
guaranteed loan to you for the purpose for which you recently requested a 
direct loan. Accordingly, this office is closing its file on your direct loan applica- 
tion at this time. 

However, if later developments should preclude the closing of the VA-guaran- 
teed loan by the private lender, you may wish to request that your direct loan 
application be reinstated. In that event we will give further consideration to 
your application upon your request that we do so. 

Very truly yours, 


FL VB4-517 
Dec 1954 
Exuisit H 
Application No:—— 

Dear Sir: This is in reference to the application for a direct loan which you 
filed with this office. 

As we previously advised you, your application was referred to the Regional 
Committee of the Voluntary Home Mortgage Credit Program. Since the Com- 
mittee has apparently been unable to find a private lender willing to provide your 
loan, and since we now have sufficient funds available, we are ready to resume 
processing of your direct loan application. 
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Accordingly, if you still wish to obtain a direct loan from VA, it will be necessary 
for you to forward a cashier’s check, certified check , or money order in the amount 
ob Gcke- 0500-6 , made payable to the Veterans’ Administration, to defray the cost 
of a credit report, an appraisal report, and any necessary compliance inspections 
if construction work is involved. If no part of the fee is expended by the Veterans’ 
Administration, the entire sum will be refunded to you. However, you should 
understand that if after obtaining a credit report it is found that your case will 
not be eligible, then only that part of the fee not expended will be refunded. If 
the Veterans’ Administration obtains both a credit report and an appraisal, you 
will not receive any refund. 

If your application is approved, you also will be required to pay closing costs, 
in addition to the amount specified above, as no part of the loan proceeds may be 
used to pay such costs. Also, if you loan is for construction, you will be required 
to deposit a sum with the Veterans’ Administration to meet contingencies and to 
assure completion. Detailed information will be given you later as to the amount 
of the construction deposit required, if applicable. 

The amount of the downpayment, if any, plus the amounts indicated in the 
preceding paragraph, must be paid in cash to the person or firm closing the loan 
for the Veterans’ Administration. At the time of closing you must also be prepared 
to pay in cash the amount which the loan closer advises you will be necessary for 
hazard insurance premiums, your pro rata share of taxes and assessments for the 
current tax year, and similar prepayments. 

You are urged not to incur any obligation which would bind you in the case you 
are not able to obtain the loan. 

You are requested to forward the Certificate of Eligibility (VA Form 4-1870) 
which has previously been sent to you. This form should accompany the re- 
mittance requested above. 

In order that we may properly expedite the processing of all direct loan appli- 
cations which we have received, it is requested that your application fee and 
Certificate of Eligibility be forwarded to this office within seven days from the 
date of this letter. If the application fee and Certificate of Eligibility are not 
forwarded to us within the time limit specified above, we will assume that you 
are no longer interested in obtaining a direct loan, and will automatically reject 
your application unless you advise us within that period that you are now negotiat- 
ing with a private lender to obtain the loan, or unless other extenuating circum- 
stances are presented to explain any unavoidable delay. 

Very truly yours, 
FL VB4-518 
Dee 1954 


Exurisit I 


Direct Loan Application No.: —— 
Veteran: 
REGIONAL COMMITTEE, 
Voluntary Home Mortgage Credit Program. 


GENTLEMEN: This will acknowledge your recent communication, advising 
that a private lender has expressed an interest in negotiating with the direct loan 
applicant indicated above, and requesting that we allow additional time before 
proceeding with our direct loan processing. 

nant ve ee we have suspended further VA processing on this case until 
xe ..... Please advise us as soon as you receive any further 
word as to the lender’s intentions in this matter. 

In accordance with the established proc edures, it is understood that, if we do 
not hear further from you or from the lender concerned by the date indicated, 
we will resume processing as a direct loan as soon after that date as sufficient 
funds are available for the purpose. 

For your further information, you are advised that: 

() It now appears probable that sufficient funds will be available to proceed 
with this application on the date indicated above. Accordingly, it is 
suggested that you endeavor to expedite your advice to us as to the 
disposition of this application. 

[) No direct loan funds are currently available for processing this applica- 
tion, and sufficient funds will probably not become available for some 
time after the date indicated above. Accordingly, you may wish to make 
further efforts to place this loan. We will advise you further when VA 
processing of this case is resumed. 
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You will appreciate that it is impossible for us to make any precise estimate 
of how long it will take VA to reach a given case (unless funds are immediately 
available) because of the uncertainty as to what proportion of the cases referred 
to your Committee will be placed with private lenders. 

In any event we will appreciate prompt advice from you as soon as possible if 
(1) you determine that further efforts to place the loan are not warranted, or (2) 
if a lender makes a commitment to proceed with the loan. 

Very truly yours, 


FL VB4-519 
Dec. 1954 
(Note: To be dispatched in duplicate) 


Exursit J 
Application No.: —— 


Dear Sirk: This will acknowledge receipt of the application fee and the Certifi- 
eate of Eligibility which you receatly forwarded. This acknowledgement does 
not mean that the application has been approved or that a loan will necessarily 
be made. 

Before final action can be taken on your application, it will be necessary for us 
to make se’eral determinations which are required by law. Therefore we may 
have to request additional information from you later. 

Please give the above application number in any letters or other communica- 
tions whith you send to this office regarding your application. 

You will be notified further as soon as any definite action has been taken on 
your application. In the meantime you are ad’ ‘ised not to incur any obligation 
which will bind you in case your application is later found not to qualify for a loan. 

Very truly yours, 


FL VB4—520 
Dec. 1954 





DEPARTMENT OF VETERANS BENEFITS, 
VETERANS’ ADMINISTRATION, 
Washington 25, D. C., February 18, 1956. 
To: Manager 
All VA Regional Offices 
Subject: Coordination of direct loan program with Voluntary Home Mortgage 
Credit Program 


1. As pointed out in my letter of October 26, 1954 and Emergency Interim 
Issue EM 4B-72, it is the policy of the Veterans’ Administration to cooperate 
fully in an effort to further the objectives of the Voluntary Home Mortgage 
Credit Program in locating private lenders who would be willing to make VA- 
guaranteed loans that otherwise would be destined as direct loans. 

2. Recognizing the beneficial nature of the direct loan legislation when it was 
enacted, the VA determined that the veteran would be charged only actual out- 
of-pocket closing expenses, and further that it would absorb the VA loan closer’s 
fee. While the VA has no intention of altering its basic policy regarding charges 
payable by a veteran obtaining a direct loan, it is recognized that generally a direct 
loan is less expensive for a borrower to obtain than is a guaranteed or insured 
loan. Manifestly this factor should be of no consideration whatever in deciding 
whether or not a direct loan should be made in an individual case. There is 
nothing in the administration of the program which will justify any conclusion 
that direct loans should be made merely because they are less expensive for the 
mortgagor to obtain than are guaranteed loans. Consequently, in any case where 
veterans decline to accept guaranteed or insured loans offered by private lenders 
solely because the closing costs are smaller in connection with a direct loan, the 
direct loan application will not be processed since there is insufficient proof of 
inabi ity to obtain a GI loan from private lending sources. Obviously, if there is a 
general availability of mortgage funds for guaranteed loans and if the sole ques- 
tion relates to the fact that guaranteed loans are more expensive, the area would 
be ineligible for direct loans. 

3. A more difficult question is presented in respect to those areas where funds are 
available for guaranteed loans but on terms which require a payment to be made 
by the builder, seller, or broker. In general, where guaranteed loans are avail- 
able to veterans in rural and semi-rural! areas on substantially the same terms and 
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conditions as those which prevail in the nearest metropolitan localities in which 
guaranteed loans are being made, direct loan applications will not be proces-ed in 
such areas. It will also be the policy of this department to discontinue any further 
direct lending throughout a VA regional office area when adequate assurances are 
made that private lenders will accommodate eligible veterans seeking direct loans 
in such area on the terms available for guaranteed loans in the nearest metropolitan 
localities in which guaranteed loans are being made. 

4. The VA advisory member to each of the Regional Committees of VH MCP 
will be directed in a separate letter to consult with that Committee regarding the 
prospective supply of capital for guaranteed loans in each of the VA regional areas 
which that Committee serves. In any case where the VA advisory member is 
reasonably assured that the lenders participating in that program will make guar- 
anteed loans in direct loan areas to eligible veterans seeking loans on the terms 
mentioned above, a report of that fact will be forwarded to the VA Manager 
concerned, including all salient data on which the conclusion was based. After 
reviewing each such report, the Manager will determine whether in his opinion 
direct lending should be discontinued in all or part of the subject territory in his 
jurisdiction. If it is his recommendation that direct lending should be discon- 
tinued, the Manager will advise the Central Office accordingly, submitting the 
report received from the VA advisory member, together with his recommendations. 
It will be the policy of this department to discontinue direct loan activities 
promptly in all or in part in any region where it appears that a proper evaluation of 
the assurances made will lead to a presumption that eligible veterans in direct 
loan areas of that VA region will be properly accommodated. 

5. It is important to bear in mind that the direct loan program was passed by 
the Congress to complement and supplement the guaranteed loan program. In 
no event should the direct loan program be permitted to function in a manner that 
would place the VA in competition with private investors and lenders for making 
loans on a guaranteed or insured basis. The intended objective of the program 
will be accomplished if the VA is consistently on the altert to make certain that 
the direct loan funds are employed only where there is no reasonable prospect of 
the veteran’s needs being satisfied through private capital sources. By the same 
token, in administering the direct loan program the VA is charged with the re- 
sponsibility of assuring that direct loan funds will be made available to veterans 
where appropriate. 

6. As you know, we have always emphasized that sound underwriting principles 
should be observed in the direct loan program. That program was not designed 
to meet the needs of marginal or submarginal credit risks who have been turned 
down by private lenders for this reason. Neither was the program designed to 
foster the purchase of dwellings which are not generally acceptable locally as 
security for a mortgage loan, particularly since it is intended that direct loans be 
offered for sale to private investors, and manifestly the security should be such as 
is generally acceptable to investors. (See section 512 (a) of the Servicemen’s 
Readjustment Act and TB 4A-—137, paragraphs 2 (a) and (b) re credit and VA 
regulation 4521 re minimum property requirements.) It is evident that the under- 
writing of direct loans has, in the main, been very good. The foreclosure and de- 
fault ratio of direct loans is extremely small and compares favorably in most 
areas with our experience on guaranteed loans; in many areas our direct loan 
experience is better. 

Raupu H. STone, 
Deputy Administrator for Veterans Benefits. 


DEPARTMENT OF VETERANS’ BENEFITS, 
VETERANS’ ADMINISTRATION, 
Washington 25, D. C., March 25, 1955. 
To: Manager, All VA Regional Offices. 
Subject: Expediting the processing of direct loan applications by VHMCP. 

1. The limited experience to date in referring direct loan applications to the 
Regional VH MCP Committees has brought forth some suggestions for refinements 
in VA procedures which are necessary in order to expedite the processing of direct 
loan applications by the Regional Committees. These refinements are discussed 
below. 

2. In some areas, strict application of the 20-day rule set forth in paragraph 10f 
of EM 4B-72 has proved a handicap to VH MCP placement efforts. It was origi- 
nally intended that VA processing would be resumed—if funds were available— 
if VA had not heard from the Committee within 20 calendar days after the 
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Committee received the referral. However, in order to permit more adequate 
placement efforts by the Committee, and to simplify our procedures, you are 
authorized to allow 20 work days from the date the application is mailed to the 
Committee before VA processing is resumed. Similarly, whenever a request is 
received for an extension of time to permit further consideration by a private 
lender, you are authorized to grant such extensions to a total of 30 work days 
from the date the application was mailed to the Committee. 

3. We have learned that the consideration of direct loan applications by 
many individual institutions would be expedited if additional descriptive infor- 
mation and a photograph of the property were submitted with the direct loan 
applications referred to such institutions. Accordingly, veterans should be 
advised that submission of photographs and descriptive data will be helpful. 
Accordingly, you should add supplemental statements to all FL VB4-512 letters 
dispatched in the future (until an appropriate revision of the printed letter is 
accomplished). Such supplemental statements, which may be individually typed 
or otherwise reproduced in the most economical manner, should read as follows: 


Note.—Prompt consideration of your application by the private lenders 
to whom it is referred will be facilitated if you will supply with your appli- 
cation: 

(1) A photograph or snapshot showing a front view of the house you 
have contracted to buy. 

(2) A brief description of the property, such as “3 year old brick house, 
3 bedrooms, 1 bath, on lot 60 x 125 feet’’ or ‘‘20 year old frame house, 
2 bedrooms, no bath, on % acre lot.’’ This description may be entered in 
block 12 (‘‘Legal Description’) of the application form (VA Form 
46921), or written on a separate sheet of paper to which the photograph 
will also be attached. 


4. In those regions where some veterans on the “old” waiting lists have not 
yet been sent FL VB4-511, identical supplemental statements should also be 
added to the FL VB4-511 letters dispatched in the future. Such supplemental 
statements will also be individually typed or otherwise reproduced in the most 
economical manner. 

5. It has also come to our attention that some Regional Committees have 
indicated their concern about the receipt of direct loan applications which appear 
to be incomplete. If the applications received from veterans are incomplete 
with respect to any essential items, processing beyond the preliminary screening 
stage should not be initiated by VA until the necessary information is obtained 
(see paragraph 2.19, VA Manual M4-16, Part I). Accordingly, applications 
should not be referred to VHMCP if essential information is missing. Such 
deficiences would include (1) necessary information on the property identification 
(Part II of VA Form 4-6921), (2) information necessary to evaluate the veteran’s 
income and financial status and (3) appropriate evidence, of inability to obtain a 
loan from private sources. 

6. In addition to the problem of omission of information by the veteran, there 
have been some reports of inadequate screening of individual cases by VA regional 
offices. In accordance with paragraph 10b of EM 4B-—72, VA’s screening is to 
include a preliminary review of the indicated ability to repay the loan requested. 
Applications which do not pass this test should be rejected, and not referred to 
VHMCP. Similarly, applications where available information indicates that the 
property may not meet VA’s minimum property requirements should be rejected 
or suspended until clarifying information is received, rather than referred to 
VHMCP. Private lenders to whom direct loan applications are referred should be 
able to assume that the transaction—based on the facts stated in the application— 
would meet VA’s requirements for a direct or guaranteed loan. Of course it is 
recognized that additional information subsequently obtained may result in 
rejection of the application by the lender or by VA. 

7. In order to facilitate VH MCP processing, care should be taken in all cases 
to insert the “‘purchase price or cost’’ on the application before photostatic copies 
are made. (See first sentence of paragraph 10d (1), EM 4B-72.) 


Rauten H. Stone, 
Deputy Administrator for Veterans Benefits. 
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DEPARTMENT OF VETERANS BENEFITS, VETERANS’ ADMINISTRATION 
Washington 25, D. C., May 11, 1955 
EMERGENCY INTERIM ISSUE (EM 4B-89) 


A. Basic Administrative Issues affected: Emergency Interim Issue EM 4B-—72. 

B. Other Issues affected: VA Manual M4-16, Part I. 

C. Reason for Issue: To provide additional instructions relating to the proc- 
essing of direct loan applications for the purpose of extending the benefits of the 
pregram to as many eligible veterans as practicable before the termination of 
the lending authority on June 30, 1955. 

D. Text of Emergency Interim Issue: 

1. In view of the approaching termination date cited above and the fact that 
direct loan processing delays have been encountered in connection with the 
activation of the VH MCP referral procedure, it will be necessary to expedite the 
processing of direct loan cases during the remainder of this fiscal year. 

2. For your information, direct loan fund allotments will be adjusted by Central 
Office shortly in order to equalize available funds in relation to the prospective 
needs therefor. All offices having eligible direct loan areas will receive individual 
advices on this subject shortly. 

3. It is expected that sufficient funds will be available in all offices after this 
adjustment is made to permit the making of fund reservations and commitments 
prior to June 29, 1955 on all applications received by VA prior to May 1, 1955. 
To facilitate the orderly processing of applications during the remainder of the 
fiscal year, a temporary procedure for making commitments at the time fund 
reservations are made will be placed in effect immediately upon receipt of this 
Emergency Issue, in accordance with the following instructions. 

4. Whenever a fund reservation is made in the quota control register, per 
paragraph 10g of EM 4B~72, a commitment letter will be issued to the applicant 
utilizing language identical to that shown in Exhibit A of EM 4B-—51, dated 
June 1, 1954. (See Exhibit A attached.) Such letters will be prepared locally 
in the most economical manner. 

5. When the commitment letter is placed in use, a notation of that fact will 
be made in the quota control register, so that cases where such commitments have 
been made will be readily identified. 

6. The primary objective of this Emergency Interim Issue is to assure that all 
applications received prior to May 1, 1955 will have commitments issued by 
June 29, 1955 unless previously withdrawn or rejected or previously committed 
under VHMCP. If insufficient funds prove to be available for this purpose, 
please so advise this office by TWX as soon as such fact is ascertained. If for 
any other reason it appears that certain applications received prior to May 1, 
1955 (or entitled to priority based on waiting lists established before full activation 
of EM 4B-72) will not reach the fund reservation stage (as prescribed by 
EM 4B-72) by June 29, 1955, you are authorized to issue the commitment letter 
(per paragraph 4 above) prior to the fund reservation stage, provided that suffi- 
cient funds are specifically earmarked for processing such application. If the 
commitment letter is sent before the fees have been requested, the Exhibit H 
letter (FL VB4—-519) will be dispatched concurrently, and a copy of the com- 
mitment letter will be sent to VHMCP, with a covering letter indicating the 
reason for the acceleration of VA processing. 

7. It is also anticipated that sufficient funds will be available for the processing 
of a substantial portion of the applications received after April 30, 1955. Addi- 
tional instructions regarding the processing of such applications may be issued 
early in June, if deemed appropriate. Unless otherwise advised, however, such 
applications will be processed in accordance with prior instructions, except that 
the commitment letter will be issued per paragraph 4 above if the application 
reaches the fund reservation stage on or before June 29, 1955. 

Rautpw H. Sronse, 
Deputy Administrator for Veterans Benefits. 
Distribution: 
CO, RO, CNR & ASO—Same as 
EM 4B-84 
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Exursit A 
(Exhibit A of EM 4B—51 is reproduced below:) 


VETERANS’ ADMINISTRATION 


* * * * * * * 


Your application for a direct loan of $__-_-_ .--- has been considered and on 
the basis of this preliminary consideration the loan appears to be eligible insofar 
as it is possible to determine as of this date. Sufficient funds have been reserved 
to cover this loan and the loan will be made provided the requirements of the 
law and our regulations are fulfilled. However, you should bear in mind that 
our investigation of your case has not been completed and this commitment is, 
therefore, contingent upon satisfactory compliance with essential requirements. 
Basic matters in respect to which final determinations have not been made include: 


[] Your eligibility to obtain a direct loan. 

[] Reasonable value and eligibility of the property proposed as security 
for the loan. 

[] Determination of credit status. 


You will be advised as soon as final action contemplated by this commitment has 
been completed. You are cautioned against entering into agreements in the 
meantime that would entail a loss to you in the event your loan is not approved. 
Very truly yours, 
Loan GUARANTY OFFICER OR DESIGNEE. 





DEPARTMENT OF VETERANS BENEFITs, 
VETERANS ADMINISTRATION, 
Washington 25, D. C., May 13, 1955. 
To: Manager all VA regional offices and Veterans Benefits Office, D. C. 
Subject: Coordination of direct loan program with VHMCP 

1. As indicated in EM 4B-89 dated May 11, 1955, it will be necessary to expedite 
processing of direct loan applications between now and June 30, 1955. To 
facilitate this objective, and since a number of offices have inquired about prob- 
lems which have been impeding smooth coordination of the direct loan program 
with VHMCP, the purpose of this letter is to provide comments on questions 
which have arisen, as follows: 

a. In cases where a veteran fails to obtain a VA-guaranteed loan because of 
refusal by the builder, seller, or broker to absorb the discount charge, the intent 
of my February 18 letter on the above subject was to indicate that direct loan 
processing would not be resumed (i. e., the direct loan application would be re- 
jected) if the discount charges proposed were no greater than those prevailing 
for similar loans in the nearest metropolitan areas. Where charges in excess of 
those prevailing in the nearest metropolitan areas are proposed, however, it was 
intended that direct loan processing would be resumed if the loan was not placed 
and sufficient funds were available. 

b. My February 18 letter did not contemplate that the prevailing discount 
charges would be unreasonably large, i. e., in excess of two points in addition to 
the one percent charge against the veteran. Where you are informed that 
lenders are soliciting discounts of unreasonable size and veterans are precluded 
from obtaining guaranteed loans for that reason, it would be proper for you to 
proceed to make a direct loan irrespective of whether examples may be found of 
very large discounts being absorbed in metropolitan areas. 

ce. In connection with any comparison of discount terms in small towns and 
nearby metropolitan centers, no consideration should be given to any expenses 
incurred by the lender in connection with his inspection of the property or antici- 
pated expenses for loan servicing. ~Of course the lender is ordinarily entitled to 
recover from the veteran, in accordance with applicable VA fee schedules, the 
actual cost of the VA appraisal. 

d. In eases where the veteran fails to obtain a VA-guaranteed loan for which 
he is fully qualified because of a lender’s insistence on some arbitrary requirement 
as to down payment ratio or maturity, VA should proceed to process the direct 
loan application after the VHMCP referral time has expired and direct loan 
funds become available. It is understood, however, that private lenders partici- 
pating in VHMCP are free to negotiate with direct loan applicants as to down 
payments and maturities. 
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e. Some questions have arisen in connection with the point at which VA should 
close its direet loan file, per paragraph 10e of EM 4B-—72. In general, VA will 
consider a private lender to have issued a commitment and will halt direct loan 
processing when the lender says it will make the loan subject to satisfactory 
credit report, appraisal, title search and survey. Should the lender later reject 
the loan, the VA regional office would of course resume direct loan processing. 

f. If the 20 or 30 day VHMCP waiting period has expired, FL VB4—518 has 
been sent, and then VA is informed that a private lending institution is willing 
to make the loan in question, VA will cease processing the direct loan applica- 
tion—per paragraph 10e of EM 4B-72—as long as processing has not proceeded 
to the stage of the issuance to the veteran of a commitment to make a direct loan. 
For this purpose, a commitment letter issued pursuant to EM 4B-89 will be 
honored if the veteran so requests, although there would be no objection by VA 
to a withdrawal of the direct loan application in order to accept a private lender’s 
offer. 

2. It is hoped that the foregoing comments will facilitate effective coordination 
of the direct loan program with VHMCP. To the extent that the volume of 
direct loan applications placed under VHMCP is increased, the limited funds 
available for making direct loans will of course be more adequate to meet the 
needs of other eligible direct loan applicants. 

Rautpu H. Stone, 
Deputy Administrator for Veterans Benefits. 


DEPARTMENT OF VETERANS’ BENEFITS, VETERANS’ ADMINISTRATION 


Washington 25, D. C., June 1, 1955 


EMERGENCY INTERIM ISSUE (EM 4B-93) 
(Confirming Teletype Transmission) 


A. Basic Administrative Issues affected: Emergency Interim Issue EM 4B-89. 

B. Other Issues affected: Emergency Interim Issue EM 4B-72. 

C. Reason for Issue: To provide additional instructions relating to the process- 
ing of direct loan applications for the purpose of extending the benefits of the 
program to as many eligible veterans as practicable before the termination of the 
lending authority on June 30, 1955. 

D. Text of Emergency Interim Issue: 

1. In view of the imminent expiration of direct loan statutory authority, no 
further extensions of the time allowed for VHMCP placement will be granted 
after receipt of this TWX issue. If any requests for extension are received, you 
should advise VH MCP that an extension cannot be granted because of the immi- 
nence of the June 30 expiration date. However, except as indicated in paragraph 6 
below, VH MCP will be given a full 20 work days from the date of the original 
referral to VH MCP on applications referred prior to receipt of this TWX issue. 

2. Between the receipt of this issue and June 6, 1955, the screening and referral 
of incoming applications to VHMCP will be expedited. When such applications 
are referred, VH MCP will be advised that, unless VA is notified by June 27, 1955, 
that a private lender has made a commitment, it may be necessary for VA to 
resume processing as a direct loan. 

3. In order to provide Central Office with data for making further adjust- 
ments as appropriate in direct loan allotments, each office with eligible direct 
loan areas will submit a special report as of June 10, 1955, comprised of four items 
identical with those requested in my TWX to such offices dated May 2, 1955, 
except that dates will be changed appropriately. Format of report as revised 
will be as follows: 


Item 1—Unreserved balance of allotted funds as of 6/10/55. 
Item 2—Estimated total amount needed to make fund reservations for 
eligible applications on hand 6/10/55 for which funds not yet reserved. 
Item 3—Estimated amount necessary to make fund reservations for eligible 
applications you expect to receive 6/11/55 through 6/29/55. 
Item 4—Surplus funds if any available for withdrawal. 
If no surplus funds are available for withdrawal, alter item four to read as 


follows: ‘Item 4—Additional funds needed.’”’ These reports should be dispatched 
by TWX to reach this office by noon Tuesday, June 14. 
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4. Upon receipt of the special reports referred to above, Central Office will 
initiate appropriate adjustments designed to equalize available funds on a nation- 
wide basis in relation to eligible applications awaiting processing. All offices 
with eligible areas will be advised regarding such adjustments, probably by 
June 17. Until that time, you should schedule your operations on the assump- 
tion that sufficient funds will be available for all qualified applicants, but should 
not issue commitments on specific cases unless unreserved funds are available 
therefor. 

5. If after receipt of the advice regarding allotment adjustments referred to 
above it appears that insufficient funds will be available to permit reaching certain 
applicants, their applications (that is applications for whieh funds are not avail- 
able) should be screened and referred to VHMCP in the usual manner. Com- 
mencing on June 7, 1955, and continuing until further notice, all other applications 
received (i. e., those applications for which funds are known or assumed to be 
available) will not be referred to VHMCP. Instead, the preliminary review will 
be expedited, and if the application appears to qualify for a direct loan, funds will 
be specifically earmarked for the application, and FL VB4—518 will be dispatched, 
accompanied by a commitment letter in the format of Exhibit A, EM 4B-89. 

6. Commencing June 22, the status of all applications referred to VHMCP 
prior to the receipt of this issue will be reviewed, and commitment letters dis- 
patched (per Exhibit A of EM 4B-89) on eligible applications not previously dis- 
posed of, utilizing the procedure set forth in paragraph 6 of EM 4B-89. Com- 
mencing on June 27, 1955, a similar procedure will be followed with respect to 
applications referred to VHMCP during the period between receipt of this TWX 
issue and June 6, 1955. It is essential that commitment letters be dispatched for 
all eligible applications for which funds are available on or before the close of 
business June 29, 1955, since otherwise the veterans concerned might be deprived 
of benefits to which they are entitled. 

7. Reports control symbol VB6—23-S is assigned to the report requested in 
paragraph 3 above. 

Raupxu H. Stone, 
Deputy Administrator for Veterans’ Benefits. 
Distribution: Same as EM 4B-92, 


DEPARTMENT OF VETERANS BENEFITS 
VETERANS’ ADMINISTRATION 


Washington 25, D. C., August 12, 1955 
EMERGENCY INTERIM ISSUE (EM 4B—112) 


A. Basic Administrative Issues Affected: VA Manual M4B-16. 

B. Other Issues Affected: EM 4B-72, EM 4B-89, EM 4B—93. 

C. Reason for Issue: To provide revised instructions for the coordination of 
VA direct loan procedures with the Voluntary Home Mortgage Credit Program. 

D. Text of Emergency Interim Issue: 

1. Effective Date. The instructions herein will be applicable to the processing 
of requests for direct loans for the purchase or construction of non-farm dwellings 
received from veterans after receipt of this issue. These instructions will not be 
applicable to direct loan applications for farm loans nor to such applications for 
alteration, repair or improvement loans. Until October 1, 1955, VA will continue 
to process under EM 4B-72 (i. e., screen, photostat and refer to VH MCP) appli- 
cations distributed by VA via FL VB 4-512 prior to the effective date of this issue. 

2. Requests for assistance in obtaining home mortgage financing—area eligible for 
direct loans. The veteran requesting assistance in writing or in person after the 
effective date where the information available indicates that the area and purpose 
are eligible for direct loan processing will be sent a form letter (FL VB 4~-521) 
explaining the VH MCP referral procedure and transmitting the necessary VH MCP 
forms. Every effort will be made to reply (via FL VB 4-521) to written requests 
for assistance in obtaining loans not later than the day following the receipt of 
the request. 

Notre.—The address of the VHMCP regional committee office having jurisdiction 
will be entered (by rubber stamp or otherwise) on all VMC Forms 2 and 3 dis- 
tributed by VA. 

A record will be maintained of all such form letters issued, indicating the 
veteran’s name, address at the time, and date of request. Such record will be 
necessary for providing a basis for effective coordination of VA activities with 
the VH MCP program and for making adjustments on account of late filings by 
veterans and failures of veterans to file with VH MCP. 
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3. Requests for assistance in obtaining home mortgage financing—area not eligible 
for direct loans. When it appears that the veteran is eligible for a guaranteed 
loan but not a direct loam, the inquiry will. be answered by an FL VB 4-513 letter 
with the VHMCP forms attached. This letter will indicate (1) the reason for 
direct loan ineligibility and (2) the status of the area with respect to VH MCP, 
e. g., With reference to loans for minority groups or other special eligible purposes 
under the VHMCP program. In addition, the VA regional office will provide 
the veteran with any information readily available in the regional office regarding 
possible sources of V A-guaranteed loans. ? 

4. FL VB 4-521. In this form letter there is to be inserted in each instance 
the date by which the veteran may expect to be advised whether or not he will 
obtain the loan from a private lender. In each instance, such date is to be so 
established as to allow for mailing the VHMCP forms to the veteran, plus ten 
calendar days for the veteran to prepare the VH MCP forms, plus mailing time for 
delivery of the veteran’s application to VH MCP, plus 45 ealendar days for con- 
sideration of the application by VHMCP. A notation of this date will also be 
made in the record to be maintained per paragraph 2, above. 

5. Notice of receiptby VHMCP. The VA regional office will be sent an acknowl- 
edgment of the receipt of each application by VHMCP. If the acknowledgment 
shows that the veteran did not file promptly his application with VH MCP and, 
as a result, VHMCP will not have 45 days for consideration of the application 
before the date inserted by VA in FL VB 4—521, such date as shown in VA records 
will be adjusted as necessary to reflect the full 45 day period to be allowed for 
VHMCP. In each case wherein VA does not receive from VHMCP an acknowl- 
edgment of an application by the date specified in Fl. VB 4-521, the veteran’s 
name will be crossed off the record (see paragraph 2, above), on the basis that the 
veteran does not desire a loan and that the retention of his name in the record 
may prejudice other veterans. However, if thereafter VHMCP advises VA of 
the receipt of an application from a veteran whose name has been crossed off the 
record, the veteran’s name will be restored on the reeord as of the date of receipt 
of the application by VH MCP. 

6. VMC Form No. 17. VHMCP will forward this form to VA to explain the 
reasons for the termination of its placement efforts. (If no VMC Form No. 17 
has been supplied to VA in any case, VHMCP will be requested to furnish such 
form, unless the purpose of the loan is one for which VHMCP assistance is not 
available.) This form will be accompanied by a copy of the VH MCP letter to the 
veteran regarding termination of placement efforts. 

7. Distribution of direct loan application forms. After the effective date of this 
issue, direct loan application forms (VA Form 4—6921) will be sent to veterans 
only when it appears that the area and purpose are eligible and when one of the 
following conditions prevails: 

a. The regional office records indieate that the veteran was furnished VH MCP 
forms with FL VB 4-521 and the VH MCP has advised VA that no private lender 
will make the loan; or 

b. The request clearly indicates that the veteran desires financing for purposes 
for which VH MCP assistance is not available (e. g., to buy or build a farmhouse, 
or to alter or improve a farmhouse or other dwelling). 

In all such cases, an FL VB 4-522 letter, explaining VA’s requirements for 
applying for a direct loan, will be used to transmit the blank application forms. 
Executed direct loan applications will be processed in accordance with the basic 
processing procedures in VA Manual M4B-16. 

8. VA Regulation 4503 (EF). With respect to the requirements for 2% eash 
downpayments, it is to be noted that cases wherein the direct loan applications 
were referred to VH MCP prior to July 30, 1955, will be exempted from the pro- 
visions of VA Regulation 4503 (E) notwithstanding that actual processing byVA 
may be initiated on or after July 30, 1955. 

9. Priority of processing when funds are depleted. If the funds available should 
at any time be insufficient for making additional reservations, all eligible applica- 
tions will be processed up to the fund reservation stage, and then held in sus- 
pense until funds become available. As additional funds become available, 
applications awaiting fund reservation will be accorded priority (1) in accord- 
ance with the date the original request for assistance was received by VA as 
recorded in the records maintained per paragraphs 2 and 5, above, or otherwise 
(2) based on the date of the direct loan application. 

10. Application register. An application register in the format specified by 
paragraph 11 of EM 4B—72 will continue to be maintained until further notice. 
However, in cases processed under the revised procedures of this issue (i. e., all 
eases other than those processed under the EM 4B~—72 procedure per paragraph 1, 
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above), simultaneous date entries will be made in the “Date received” and ‘‘Fee 
received’ columns. The 3 columns preceding ‘‘Fee received” will not be appli- 
cable under the revised procedures, and will be left blank. 

11. Forms and form letters. 

a. All VA regional offices should have received by now a supply of the revised 
VHMCP basic application form (VMC Form No. 2 (Rev.)—-V). If such supply 
has not been received, so advise this office by TWX. Following receipt of such 
revised forms, all stocks of the previous editions of VMC Form No. 2 are to be 
salvaged, since they are superseded. 

b. An initial distribution of form letters FL VB 4-521 and 522 will be made at 
an early date. Until the ini‘ial distribution of these letters is received, regional 
offices are authorized to prepare such letters as required (utilizing the language 
indicated by Exhibits A and B of this issue). 

c. With respect to the rejection of any direct loan application (VA Form 
4-6921) that is processed under the instructions herein (rather than EM 4B-72), 
notice will be given the veteran via VA FL 4—-506, and FL VB 4-516 will be 
restricted to those cases where processing was initiated under EM 4B-72. 

d. FL VB 4-522 may be used t9 forward a direct loan application (VA Form 
4—6921) to the veteran in any instance where it is indicated that the purpose of 
the direct loan will be to purchase a farm on which there is a farm residence, to 
construct a farm residence on land owned by the veteran, or to repair, alter, or 
improve a farm residence. In any such instance, however, the veteran will be 
advised, by supplement to FL VB 4-522 or otherwise, that he will be required to 
present a letter from the Farmers’ Home Administration as evidence that the 
Secretary of Agriculture has rejected the veteran’s application for a loan for such 
purpose. (See Section 512 (a) (2) (D) of the act and paragraphs 2.03, VA Manual 
M4B-16.) 

12. VA processing after receipt of VMC Form No. 17. With respect to para- 
graph 6, above, the issuance of direct loan application forms and subsequent 
processing actions by VA will be in consonance with the related guidelines issued 
by Central Office (see letters to all Regional Managers dated February 18 and 
May 13, 1955, concerning coordination with VH MCP). 

13. External Distribution. Part C and paragraphs 1 through 8 of the text 
(Part D) of this issue shall be reproduced by each regional office with eligible 
direct loan areas for external distribution to all lenders, builders, veterans’ organi- 
zations and others interested in the subject matter concerned. Such external 
releases will not include Exhibits A and B of this issue, although there is no 
objection to supplying copies of the form letters concerned upon request. Prior 
clearance under TB 4A-149 is not required, but 3 copies of your issue will be sent 
to Central Office. 


14. Rescissions. 
a. EM 4B-89 and EM 4B-93 expired on June 30, 1955, and are therefore 
rescinded. 
Raupu H. Stones, 
Deputy Administrator for Veterans’ Benefits. 
Distribution: Same as EM 4B-106. 


Exnursit A 


(VA Form Letrer FL VB4—521) 


Dear Stir: This is in reference to your request for assistance in financing the 
purchase or construction of a home. i i ee 

It appears the area where you plan to buy or build a home is eligible for 
direct loans made by the Veterans’ Administration. However, the law specifies 
that direct loans may be made only to veterans who are unable to obtain VA- 
guaranteed loans from private lending sources. Accordingly, we cannot consider 
making you a direct loan unless and until every reasonable effort has been made 
to obtain a loan from private lending sources, as indicated below. 

Under provisions of the Housing Act of 1954, the Regional Committees of the 
Voluntary Home Mortgage Credit Program have been organized, with one of 
their purposes to assist veterans in obtaining home mortgage financing in localities 
where GI loans are difficult to find. Further, the VA is required under the law 
to refer to the committee cases where veterans are unable to find private sources 
of mortgage financing. Since your area has been designated as one in which 
the Regional Committee will accept Assistance Applications from any eligible 
veteran, we are enclosing copies of the necessary forms for requesting assistance 
under this program. If you wish further financing assistance, you should com- 
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plete the enclosed ‘‘VMC Forms 2 and 3” in accordance with the instructions 
thereon. This application should be completed as quickly as possible and 
within 10 days of the date of this letter it should be sent to the Committee at 
the following address: 


While the Regional Committee will expedite its efforts to place GI loans, you 
should recognize that as much as 45 days may be required in orcer to give inter- 
ested private lenders an opportunity to consi¢er your application. In the 
meantime, any necessary inquiry regarding the status of your assistance applica- 
tion should be directed to the Regional Committee at the address shown above 
this paragraph. 

If the Regional Committee determines that a private lencer willing to make 
your loan cannot be found, they will advise you of that fact. On the other 
hand, if a lender is found who is interested in making you a guaranteed loan 
he will communicate with you direct and vou will be advised whether or not you 
will obtain your loan from such lender. In either event, you will be so advised 
On Or were... cs _...--.-.-.. Under some circumstances, a private 
lender may be unable to approve your application for a GI loan and the Veterans’ 
Administration may be precluded from making a direct loan. However, in 
certain other circumstances this may not be the case and’it may be possible later 
to consider a direct loan application from you. 

A record has been made of your request to establish your priority in the event 
direct loan processing becomes necessary. However, if you do not file your 
application with the Committee promptly, you may lose that priority. 

We are also enclosing a copy of VA Form 4—1880, Request for Determination 
of Eligibility. In the event that you have not previously had your eligibility 
for loan guaranty benefits determined on the bas‘s of your latest period of active 
military service, we suggest that you complete this form and return it to this 
office together with the discharge papers necessary to evidence your military 
service. If you are found eligible for guaranteed loan benefits, a Certificate of 
Eligibility will be issued and mailed to you. You will need this Certificate of 
Eligibility before you can obtain either a VA guaranteed loan or a direct loan. 

Very truly yours, 
Loan GUARANTY OFFICER OR DESIGNEE. 
Enel: VMC Form 2 (Rev.) 
VMC Form 3 
VA ¥orm 4-1880 
VA Pamphlet 4-10 


Exuisit B 
(VA Form Letter FL VB4—522) 


Dear Sir: In accordance with your recent request, we are forwarding herewith 
two copies of VA Form 4—6921, entitled ‘“‘Application for Direct Loan.” 

Before filling out this form, you should read this letter to be sure you are eligible 
to apply for a direct loan to be made by the Veterans’ Administration. 

The maximum amount of a direct loan which may be made by VA is $10,000, 
but a loan in that amount may be made only if the veteran has $7,500 entitlement 
available. In the event you have previously used part of your GI loan entitle- 
ment, a lower maximum amount will be applicable. For example, if you have 
previously used one-half of your entitlement for home loans ($3,750), the direct 
loan cannot exceed $5,000; further, if only one-third of your home loan entitlement 
is available ($2,500), the direct loan cannot exceed one-third of $10,000 (or 
$3,333.33). 

If you wish to apply for a direct loan, please fil! out the enclosed application 
(VA Form 4—6921) completel; , and send the original to this office, together with 
the attachments called for on the form. You may retain the other copy for 
your files. 

It will be necessary for you to enclose with your application a cashier’s check, 
certified check, or money order in the amount of $ , made payable to 
the Veterans’ Administration, to defray the cost of a credit report, an appraisal 
report, and any necessary compliance inspections if construction work is involved. 
If no part of the fee is expended by the Veterans’ Administration, the entire sum 
will be refunded to you. However, you should understand that if, after obtaining 
a credit report or an appraisal, it is found that your case will not be eligible, then 
only that part of the fee not expended will be refunded. 






























































3060 MISCELLANEOUS BILLS 


If your application is approved, you also will be required to pay closing costs, 
in addition to the amount specified above, as no part of the loan proceeds may be 
used to pay such costs. Also, if your loan is for construction, you will be required 
to deposit a sum with the Veterans’ Administration to meet contingencies and to 
assure completion. Detailed information will be given you later as to the amount 
of the construction deposit required, if applicable. 

A cash downpayment of at least 2 percent of the purchase price will be required 
by the Veterans Administration. The amount of the downpayment, plus such 
other amounts as may be required (e. g., the amounts indicated in the preceding 
paragraph and the amount by which the purchase price exceeds the maximum 
loan amount) must be paid in cash to the person or firm closing the loan for the 
Veterans’ Administration. At the time of closing you must also be prepared to 
pay in cash the amount which the loan closer advises you will be necessary for 
hazard insurance premiums, your pro rata share of taxes and assessments for the 
current tax year, and similar prepayments. 

You are urged not to incur any obligation which would bind you in the case you are 
not able to obtain the loan. 


Since the funds available to VA for making direct loans are limited, and since 
applications are generally processed on a first-come, first-served basis, it will be 
to your advantage to return your completed application as soon as the necessary 
information and supporting documents are available. 

Very truly yours, 
Loan GUARANTY OFFICER OR DESIGNEE. 

Encl. (2) VA Form 4—6921. 


Mr. Epmonpson. The witnesses appearing this morning are invited 
to comment on any one of these bills that they may choose to give us 
their testimony upon. We will welcome what they have to say. 

The witness list before the chairman shows we are to hear from 
Congressman Rains of Alabama and Congressman Harrison of Vir- 
ginia. We are to also hear from Mr. Cole, “Mr. Vincent Keane, repre- 
sentatives of the Veterans’ Administration, Mr. James W. Hafey, Mr. 
Clarence H. Olson, and Mr. Omar Ketchum. If there are any other 
persons present who wish to be heard as witnesses, I will ask that you 
contact Mr. Jenkins or Mr. Meadows of the staff to let them know of 
your interest and your desire to be heard as a witness. 

We are very pleased to have this morning as our first witness in 
connection with H. R. 9136, the very distinguished Representative 
from the State of Alabama, with a longtime interest in the field of 
housing and loans for veterans, Mr. Albert Rains. 

We are very pleased to welcome you, Congressman Rains, and we 
are ready to hear your statement at this time. 


STATEMENT OF HON. ALBERT RAINS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ALABAMA 


Mr. Rarns. Mr. Chairman, I am nappy to be here and glad to have 


this opportunity to testify and to talk about a little bill which I intro- 
duced the original of a year ago. And some time ago, 6 weeks or more 
ago, I introduced H. R. 9136, which is the bill I would like to address 
my remarks to this morning. 

I have a short prepared statement, which goes into the detail of the 
bill, and if I may, I would like to read that. Then I will be glad to 


answer any questions that I can answer and talk about the phases of 
the bill further. 


Mr. Chairman and members of the committee, I am grateful for this 
opportunity to testify on H. R. 9136, a bill I recently introduced, to 
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improve the availability of GI financing by investing a portion of the 
reserves of the national service life insurance fund. 

I am pleased at the opportunity to come and endorse my bill before 
your committee. You may recall that 1 introduced a bill on the same 
subject almost exactly a year ago. However, in the year which has 
elapsed since my original bill was drafted, considerable changes have 
taken place in the financing situation which prompted me to restudy 
the bill. As a consequence, I have introduced my new bill; which 
preserves the same general objectives, but differs substantially in 
content and direction. 

My new bill would still call for the setting up of a secondary market 
for GI loans by using a portion of the reserves of the national service 
life insurance fund. The secondary market purchase of GI loans 
would still be made by the Secretary of the Treasury, and my new bill 
still contemplates that the Federal National Mortgage Association 
would act as agent for the Secretary of the Treasury in carrying out 
the purchase, exchange, servicing, or sale of such loans. 

The basic change incorporated in my new bill is that the proposed 
secondary m: arket ¢ operation would not apply countrywide, but instead 
would be confined to those areas where discounts are most excessive. 

You may have read the recently published report of our Subeom- 
mittee on Housing on the subject of mortgage credit. In our report, 
we covered the subject of mortgage diseounts thoroughly and came to 
the unanimous conclusion that excessive discounts are a bad thing all 
the way around, especially to veterans. They are bad if the builder 
is successful in passing them on, because then the homeowner has to 
pay the piper. They are bad even if the builder has to absorb them 
because where discounts are excessive, builders will be disinclined to 
build for the veteran market. 

But just io label excessive discounts on V A-guaranteed and FHA- 
insured loans as sinful is not enough. The difficult task is to find some 
solution to this most complex and knotty problem. 

I have no sympathy with those negativists who counsel no action 
saying that an improvement in the mortgage market at some future 
date will automatic ally solve the problem. “I cannot go along with a 
philosophy of that kind which so callously disregards the interest of 
the home buyer. 

Nor do I have any sympathy with the view of those who say the 
solution lies in an increase in the maximum interest rate for GI loans, 
which would of course require legislation. That would further raise 
the costs of homeownership to home-buying veterans, and in any event 
would offer no real solution as our report on mortgage credit shows. 

I do have sympathy with those who would by law require the VA 
os FHA to prohibit all discounts in connection with GI and FHA 
financing. The objectives of the proponents of this idea are most 
laudable. But we must be realistic and such a proposal cannot stand 
the test of realistic analysis. A uniformly par market countrywide is 
just not achievable in our complex mortgage market with its eternally 
fluctuating supply-and-demand relationships. Discounts in some de- 
gvee are inevitable when you are dealing with a fixed interest rate. 
But it is one thing to recognize the legitimate role of modest discounts. 
It is entirely another matter to sanction the excessive discounts which 
our committee found prevalent in many areas. In some areas the 
typical discount for GI loans was 5 percent and the mention of even 
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some excessive discounts ranging up to 10 percent was all too frequent. 
I even remember hearing of them in Cleveland, Ohio, up to 20 percent, 
and in California and many other places extremely high. 

Our report recommended therefore—at least as a temporary solu- 
tion—that some ceiling be placed upon discounts, varying by geo- 
graphical area, by the ‘administering Government agencies. By rul- 
ing out discounts in excess of a certain figure—say 3 percent—at least 
you would prevent the most. abusive and scandalous discounts. But 
frankly, I was not completely satisfied with this proposal although it 
certainly has merit as at least a temporary means of restraining r dis- 
counts. So when I was thinking about the problem recently and cast- 
ing about for a better solution, the thought occurred to me that my 
bill to invest a portion of the NSLI funds i in GI mortgages offered a 
splendid opportunity to really come to grips with the discount prob- 
lem. What we actually need is more mortgage money available. 

My amended new bill, to which I speak today, would make avail- 
able—and I have made some changes in this—approximately $500 
million from the national service life insurance reserves in those parts 
of the country which need such additional financing assistance most. 
By channeling funds for GI loans to those areas most in need, we 
would take a great step forward not only in spreading the GI loan 
funds more equitably throughout the country but also in greatly 
moderating the problem of mortgage discounts. The very fact that 
the Government would stand re ady to buy GI loans in certain areas 
at or close to par would have a healthy effect upon the prices which 
the private secondary market would pay in such areas. 

I think I should say here that in the hearings we held, in New York, 
Philadelphia, Chicago, Los Angeles, we found money available for 
GI loans under the usual terms around the great money markets, 
around New York and places of that type. There is money available 
for GI loans. And before my subcommittee, just the other day, when 
we were having hearings on FNMA, representatives of the mortgage 
business insisted that there was mortgage credit available. And I 
had to say in the record, which I say to you here, that that statement 
is just absolutely not correct. Because there is no mortgage money 
available for GI loans in Alabama or in North Carolina or parts of 
Texas or Oklahoma, or even in California. And no matter how much 
the figures may show as an overall picture, they are talking about 
the money market around the great metropolitan areas and not across 
the broad expanse of the Nation as a whole. And in many instances 
it is not available around the great cities. I picked out the Los 
Angeles area for one, where witness after witness testified there was 
no mortgage money available under the terms and conditions of the 
GI loan. 

I notice, for instance, in my hometown newspaper it indicates that 
they make GI loans if they pay a 10-percent downpayment at a fabu- 
lous discount. Sure, there is such money available, but that is not 
the type of thing which a veteran who can operate under his GI loan 
ought to receive. 

Another advantage of confining the new proposed secondary mar- 
ket funds to excessive discount areas is that the approxims itely $500 
million proposed for the — would go a lot further. If it were 
made available to all areas, the fund might well be too rapidly 
depleted. 
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The bill I introduced last year would have reduced the maximum 
‘ate of interest on GI loans from 41% to 4 percent. My purpose, of 
course, was to reduce financing cost to the home-buying veteran as 
much as possible. But somewhat reluctantly I have taken such a 
proposal out of the new bill because I was forced to the conclusion 
that a 4-percent rate would just not be workable in the face of the 
market increase in the level of interest rates which has taken place 
over the past year. Bach! 

There is one argument made by critics of the proposal which is 
completely specious, and I would like here to lay it at rest once and 
for all. They argue that since the GI loan is only partially guar- 
anteed, the safety of the NSLI reserves might be threatened. They 
completely overlook the fact that the GI loan for all practicable 
purposes is a fully guaranteed loan, and in any event there is no 
possibility of loss since my bill would provide that the Federal 
National Mortgage Association would substitute a loan in current 
standing for any loan purchased by the Secretary of the Treasury 
which might go into default. 

Another specious argument is that the earnings of the fund might 
be reduced because the fund now enjoys a special 3 percent rate paid 
on its reserves by the Secretary of the Treasury. Actually, my bill 
would increase the income of the NSLI fund very substantially and 
might very well permit smaller premiums or larger dividends for the 
millions of veterans who have GI insurance policies. Since the mort- 
gages to be purchased would yield a gross rate of 414 percent per 
annum and even a higher net yield if the mortgages were purchased 
at a modest discount, the net return to the fund would be much larger 
than the presently earned 3 percent rate. But to make it absolutely 
ironclad, I have added a proviso which would limit servicing and 
overhead costs to a maximum of three-quarters of 1 percent—one- 
half of 1 percent to the servicing institution and no more than one- 
quarter of 1 percent to reimburse FNMA for its services. This would 
guarantee a net return of at least 334 percent per annum to the na- 
tional service life insurance fund. 

Also, Mr. Chairman, there are several other changes which I think 
will improve the bill. They are not in this present draft. 

First, I would recommend reducing the maximum percentage of the 
NSLI funds which go for the purchase of GI loans from 20 percent 
to 10 percent. I believe the lesser figure should be adequate. 

And second, I would recommend an expiration clause to have the 
program expire whenever the GI loan benefit expires. 

Mr. EpmMonpson. What was the second recommendation you made, 
Mr. Rains? : 

Mr. Rains. I would recommend an expiration clause to have the 
program expire whenever the GI loan benefit expires; in other words, 
to have this last only so long as the GI loan program lasts. 

I believe that governmental action to combat the vicious discount 
problem is long overdue, and it is my sincere hope that your com- 
mittee will favorably report H. R. 9136, with such changes as you in 
your judgment see fit to make. 

The matter of mortgage credit, I am coming to find out. after a 
year or so of serious study, is a broad and complex and terrific prob- 
lem. And I might say, a little bit at a tangent from this particular 
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statement here, that with the savings of the American people being 
the only available amount of mortgage money I do not see any chance 
for us in America to ever get beyond the million-two, or the million- 
three-hundred thousand new housing starts per year. Somehow or 
other, we need to induce the pension funds of this country, in which 
gradually are becoming wrapped up more of the savings of the peo- 
ple than in any other item, to enter this field. We need to induce 
those trustees in charge of those pension funds—and this is a gov- 
ernmental pension fund, as you know, or a trust fund, as I should 
designate it—to invest those in mortgages. And I hope that my com- 
mittee soon is going to invite—and I say this a bit at a tangent, but 
the whole end and aim is to get more mortgage money available for 
homes—all of the heads of the great labor unions, the great trusts in 
this country, the men interested in the mortgage money market, to 
a round-table discussion to see if somehow or other we can’t get them 
to invest a part of the great amounts of money now in trust funds and 
pension funds in this country in home ownership. 

It is a fascinating subject but a terribly complex one. I appreciate 
appearing before your committee, and I appreciate also the fine help 
that you give us and in a sort of joint effort in trying to get housing 
for the people in America. 

Mr. Epmonpson. Mr. Rains, I want to thank you personally for a 
very fine statement and for the deep and sincere interest which I know 
you have in this problem. 

Chairman Teague, did you have any questions for our colleague? 

The CuatrmMan. I would like to ask you one question, Mr. Rains. 
In the report on your bill, the Veterans’ Administration says: 

There are currently many signs of improvement in the supply of private funds 
available for mortgage investment, which it is hoped will result in improvement 
in secondary market prices. 

In view of the fact that our housing program éxpires in the next 
year, would you care to comment on that, whether within this next 
year there will be sufficient money available to take care of the loans? 

Mr. Rarns. Mr. Teague, that is the same old story. I have heard 
it for 14 long years, on the Banking and Currency Committee. And 
I do not want to be unkind to anybody about it. That statement 
comes before my committee, from witness after witness from the ad- 
ministration and also from mortgage bankers and so forth. But the 
simple truth of the business is that in Texas, in Alabama, and across 
the Nation there isn’t any mortgage money available. And nobody 
can put his finger on it. You can check any place you desire in those 
places, and not just in a few spotty places. And that statement you 
just cannot bear out. 

So in this bill what I am trying to do would be to give the agency 
the power to approve what they say, to let a little of this money drift 
into those areas where there is not now money presently available. I 
agree with the statement that there is money in New York, Chicago, 
and throughout the great cities, but not throughout the Nation. | 

The CuHatrman. The committee staff is in the process of surveying 
every single county in the United States as to the number of veterans 
who have used their loans. I believe I remember the figures correctly 
on New Hampshire. The show that about 40 percent of the vet- 
erans all over New Hampshire used their entitlements; while as I 








a + 


O, 


>>. = 
mt TS < AWITQ 


MISCELLANEOUS BILLS 3065 


remember, in Iowa, only about 2 percent of the veterans have ever 
used their housing entitlement. 

Would you care to comment on that? 

Mr. Rats. I think the reason is clearly evident. In the State of 
New Hampshire and throughout the New England States, they have 
a system of mortgage credit that is one of the finest. I have ever looked 
into, known as the mutual savings banks. And those mutual savings 
banks have done an outstanding and wonderful job for providing 
mortgage credit for GI's. I do not believe it points up that the vet- 
erans in New Hampshire want a home any more than do the veterans 
in Iowa. I think it simply means that there is mortgage money 
available in the New England States and none in Iowa. 

The Cuarrman. Mr. Jenkins, can’either you or Mr. Meadows com- 
ment further on what is happening around the country as far as loans 
are concerned ¢ 

Staff Drrecror. This is with reference to the survey you are having 
us conduct, Mr. Chairman, and apropos of the statement of Mr. Rains. 
This survey, almost complete, deals with the question of available 
funds for veteran loans in the various regional areas of the United 
States. We are not through with it yet, but we do have some figures 
here tabulating the three highest conuties in the regional areas as 
against the three lowest counties. 

I see the first one is in Congressman Rains’ State, here. The three 
highest counties, which are around the big cities of Alabama, 44.40 
percent of the veterans of World War II have used their entitlement. 

Mr. Rarns. I judge that to be Jefferson County, Mobile County, and 
Montgomery County. 

Srarr Director. I suspect so. We don’t identify them. They are 
44.4 percent, 35.5 percent, and 31.4 percent. The 3 low counties are 
0.63 of 1 percent, 1.07 percent, and 1.14 percent. 

Now, that is not a particularly unique situation. That, in fact, 
the situation in almost every State in the Union, except some of the 
New England States. You can look down almost anywhere along the 
line and see that the situation in the New Orleans regional area, for 
instance, is so unbalanced that around the New Orleans area the sta- 
tistic in the suburban area is out of control. It shows more veterans 
than the census shows actually live there, because of influx into the 
area—d0 percent in one county, 50 percent in another, and over a 
hundred percent in another, because of this influx. 

Yet the bottom counties are two-hundredths of 1 percent, seven- 
hundredths of 1 percent, and one-hundredth of 1 percent in that State. 
That is the pattern throughout the survey, Mr. Chairman, which is 
not quite complete. 

Mr. Rains. That is a very fascinating survey, and I think ought 
to contribute a lot toourstudy. Itsimply saysonethingtome. Talk- 
ing housing generally, for a moment, if I might, there are two phases 
of ‘housing i in this countr y that are a shame : and a disgrace to the people 
and to the C ongress. One of them is that a veteran who fought the 
same as any others—it makes no difference where he lives—can’t exer- 
cise his right under this bill because he is not where he can get the 
money. That is not fair and that is not just. 

The other one is—and certainly this one is not under your jurisdic- 
tion, but the very same thing pertains. We spend the American tax- 
payers’ money supporting programs for VA and FHA here in the 
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Congress, and I think they are wonderful programs. But a farmer 

‘annot get one. He never has had any. And that isnot your problem, 
but I merely point that up, in connection with the problem of the VA, 
as to those who don’t live in a city or around a metropolitan area. 

I think we ought to be able to do something about it. I don’t say 
this bill is the answer at all. It is just a little of the answer. I recog- 
nize that fact. 

The Cuarmman. Mr. Ayres, any questions ¢ 

Mr. Ayres. Mr. Rains. is there mortgage money available in Ala- 
bama for other fields? You have made the statement that there wasn’t 
any mortgage money, or very little, available for GI loans. 

Mr. Rains. There is very little available for FHA loans or any other 
type of home-building loans. 

Mr. Ayres. Is there money available for other investments in 
Alabama ? 

Mr. Ratns. Oh, there is some money available. But when you come 
to consider the money available for guaranteed home-loan programs, 
without excessive discounts—there is always money available for a 
price. And that is the trouble with this situation. Whereas in an 
area where there is an availability of mortgage money, the price is not 
so great. 

Mr. Ayres. Well, is it that short-term loans are available for your 
farmers / 

Mr. Rarns. I am quite sure there would not be any available for our 
oe in the condition they are in now. I do not think any loans, 

carcely, are available for them. But if you are asking if there is any 
~ ank credit available, sure. But not the long-term Government loans 
for home building. 

Mr. Ayres. That is the point I am getting at. Is there money 

vailable on a short-term basis? 

Mr. Rarns. For the usual commercial businesses, certainly. 

Mr. Ayres. Well, would you say that the shortage of money in 
Alabama—— 

Mr. Rarys. I do not want you to limit it to Alabama. I will take 
your State too and show you the record. Yours is pretty much the 
same way. 

Mr. Ayres. Well, we are not having any trouble in my area, Albert. 
And I do not want to get involved with any racial discussion here with 
you this morning. We have been reading enough about that in Ala- 
bama. But our problem in Ohio is getting loans for the minority 
groups. The only difficulty that I have 

Mr. Ratns. That is also a problem in Alabama, too. 

Mr. Ayres. The only trouble that I have in my hometown of Akron, 
Ohio, today is to get loans for those people that you say have served 
their country, but they are members of a minority group, and the 
banks just do not want to touch them. And if we can do something in 
my area to provide money for the minority groups to purchase homes, 
we will have relieved a very serious situation. 

Mr. Ratns. These percentages that you heard Mr. Meadows read 
with reference to Alabama include many of those same people, who 
also deserve to have the right to exercise their GI bill of rights if they 

ean. And I would just like to s: ay parenthetically that this committee 
which I head points up the fact that one of the great problems in the 
country is exactly what you are talking about, getting money for 
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minority groups to bnild homes with. And we are issuing a full and 
detailed report on it. It is a great problem. 

Mr. Ayres. Well, would your situation, not only in your own State, 
but in those States that are confronted with a short: age of mortgage 
money, be such that the enlargement of the direct loan program w ‘ould 
help relieve the situation ¢ 

Mr. Ratns. Sure, Bill. Of course, I am always a strong supporter 
of the direct loan program, for the simple reason that I think it has 
helped to get to the areas that we are thinking about. I wish that it 
were possible not to need a direct loan program of any type. Actually, 
I would much prefer that all homes in this country be built and that 
the GI who needs them could get money from the private enterprise 
system with a Government guaranty rather than by direct loans. 
But I agree thoroughly with the idea that direct loans are necessary 
in some of the areas of the country, and might still be even if this bill 
and other types of bills were passed. I do not know of any other way 
to get it out to some of the areas of the country. And without that, 
some of these percentages would be even lower than they are now, 
without the direct loan program. 

Mr. Epmonpson. I would like to direct a question, and Mr. Shuford 
and Mr. Weaver have questions, too. Because it bears on this point 
you have just mentioned, I would like your comment on it. 

The Voluntary Home Mortgage Credit Program originated in the 


committee of which you are one of the senior members, as I under- 
stand it. 


Mr. Ratns. Yes. 

Mr. Epmonpson. And we have been conducting some hearings into 
the operations of the direct loan program, in which you just expressed 
an interest, and the relationship of the voluntary home mortgage 
credit program to the direct-loan program. Is it your understanding 
of the intent of the voluntary home mortgage credit program, as 
it was enacted by Congress on the recommendation of your committee, 
that it should supplant the direct-loan program in the United States? 

Mr. Ratns. Not at all. 

Mr. Epmonpson. Or that it should be given an opportunity to oper- 
ate in each area where there is a direct loan program presently au- 
thorized before direct loans were made in those areas? 

Mr. Rarns. No. I think the record of the hearings as well as the 
record of the debates on the floor pertaining to the voluntary home 
mortgage credit program was the hope that it would be a kind of 
a supplement, certainly not a roadblock, to any of the other existing 
programs. 

I would like to say this. We have had an opportunity to check very 
thoroughly into the voluntary home mortgage credit program. it 
is not working. It is a mere drop in the bucket. It never is going 
to work to the point where you will be able to solve the needs of 
what we are talking about in the remote areas. I support anything 
that will help to get any mortgage money. But I would regret very 
much to see it be used instead of some other program, which I do not 
think the Congress intended. Or I have no recollection of that kind 
of intent of the Congress at all. 

Mr. Epmonpson. Mr. Shuford, did you have some questions? 

Mr. Suvurorp. No, Mr. Rains. I appreciate very much your state- 
ment. I think you have about covered the question I wanted to 
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find out about. That was thut the voluntary home mortgage credit 
program was never intended by the Congress to supplement the direct- 
loan program. 

Mr. Rarns. No. 

Mr. Suvrorp. In your opinion, any action by any agency which 
tends toward that goal is acting contrary to the intent of the Congress ? 

Mr. Ratns. I think that. I think it is wholly unauthorized, if it 
is intended to supplant any other program. I do not think that was 
the purpose of VHMCP at all. 

Mr. Suvrorp. Thank you very much, Mr. Chairman. 

Mr. Epmonpson. Thank you very much for your appearance and 
your testimony, Mr. Rains. 

The next witness will be the distinguished Representative from 
the State of Virginia, who has the interests of the veterans at heart, 
the Honorable Burr P. Harrison. Mr. Harrison, we are pleased to 
welcome you and to hear your statement. 


STATEMENT OF REPRESENTATIVE BURR P. HARRISON, OF 
VIRGINIA 


Mr. Harrison. Mr. Chairman, I am deeply grateful to this distin- 
guished subcommittee for its willingness to hear me in connection 
with its consideration of proposed legislation to correct injustice from 
certain referrals of veterans’ direct housing loan applications to the 
voluntary home mortgage credit program. 

At the outset of its inquiry into matters affecting the efforts of 
veterans to obtain homes for their families, the Committee on Vet- 
erans’ Affairs gave me a hearing and authorized the taking of testi- 
mony by this subcommittee in my congressional district. 

On February 17, Mr. Chairman, you and your distinguished col- 
leagues, the gentleman from North Carolina, Judge Shuford, and the 
gentlem: an from Nebr aska, Mr. Weaver, demonstrated your pains- 

taking attention to the problem by making the trip to Staunton, Va., 
to hear from the lips of individual veterans, builders, and real-estate 
dealers accounts of the difficulties they had experienced in attempting 
to arrange financing on reseenenen terms, and without undue delays. 

Under the circumstances, I do not desire to impose further on the 
time of this busy subcommittee, except to state for your record my 
continuing concern about the failure of many deserving and respon- 
sible veterans to obtain home financing in accordance with the intent 
of the Congress. 

As I have said previously, I just do not think it right that a veteran 
should be barred from consideration under the Veterans’ Administra- 
tion direct loan program, on the theory that private financing is avail- 
able to him, when such financing is available only on payment of a 
discount charge which the law states the veteran may not pay, and 
which the seller of the house refuses to pay. 

I am content to leave to the sound judgment of this subcommittee 
the decision as to whether the bills now under study contain the most 
appropriate and effective remedy. 

Mr. Epmonpson. Thank you very much for your fine statement, Mr. 
Harrison. 

The next witnesses we have listed here are two distinguished former 
colleagues in the House, former Congressman Albert Cole, who pres- 
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ently is head of the Housing and Home Finance Agency, and former 
Congressman A. Oakley Hunter, of California, who is associated 
with the same organization. 

We are very pleased to welcome both of you before the committee. 
It is nice to have you with us. 





STATEMENT OF ALBERT M. COLE, HOUSING AND HOME FINANCE 

ADMINISTRATOR; ACCOMPANIED BY A. OAKLEY HUNTER, 
GENERAL COUNSEL, HOUSING AND HOME FINANCE AGENCY; 
J. STANLEY BAUGHMAN, PRESIDENT, FEDERAL NATIONAL 
MORTGAGE ASSOCIATION; AND ARTHUR W. VINER, EXECUTIVE 
SECRETARY, NATIONAL COMMITTEE, VHMCP 


Mr. Corp. I have a statement, Mr. Chairman, which I would be 
pleased to read, subject to the committee’s will, following which I 
have Mr. Baughman here, the President of FNMA, together with 
Arthur W. Viner, Executive Secretary of the National Committee of 
the VHMCPR, and the three of us, together with Mr. Hunter, will at- 
tempt to answer any questions which you may care to propound to us. 

Mr. Epmonpson. You may proceed with your statement, then Mr. 
Cole. 

Mr. Cote. Mr. Chairman and members of the committee, I am grate- 
ful for this opportunity to appear before your committee to present 
my views on important measures you are now considering. I appear 
before you today in my capacity of Housing and Home Finance Ad- 
ministrator, Chairman of the Board of Directors of the Federal Na- 
tional Mortgage Association, and chairman of the national committee 
of the Voluntary Home Mortgage Credit Program. In these capaci- 
ties I am vitally interested in improving the ability of veterans and 
others to obtain adequate homes. 

H. R. 9136: 

I would like to comment first on H. R. 9136. It relates to FNMA, 
and I have, as I said, Mr. Stanley Baughman, President of Associa- 
tion, here. 

The bill would authorize the Secretary of the Treasury, acting for 
the national service life insurance fund, to purchase mortgage loans 
guaranteed by the Government under the Servicemen’s Readjustment 
Act of 1944. 1 recommend against the enactment of the bill. It 
would authorize the Secretary of the Treasury— 








to invest and reinvest not in excess of 20 per centum of such fund by purchas- 
ing, or committing to purchase, loans guaranteed pursuant to section 501 of the 
Servicemen’s Readjustment Act * * * in order to stabilize the price at which 
such loans generally will be salable to investors, upon a finding that private 
capital is available in the geographic area only at an excessive discount. The 
price to be paid for such loans shall not exceed the unpaid principal balance 
thereon, plus accrued interest * * * loans so purchased may be sold for an 
amount not less than the unpaid principal balance plus accrued interest. 

The clear implication of the language just quoted is that the loans 
so purchased may be purchased at a price higher than the applicable 
market price. 

It would be wrong, in my opinion, to require the Secretary of the 
Treasury, as a trustee of the national service life insurance fund, to 
perform a fiduciary act not entirely consistent with the welfare and 
best interests of the policy holders and other beneficiaries of the fund. 
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A well-established legal principle requires that a trustee make his 
investment acquisitions on the most reasonable available terms, ac- 
cording to the circumstances, thereby effecting a maximum yield from 
the selected eligible investments. I think it is self- evident. that the 
duties of a trustee to obtain such yield may well prove to be incon- 
sistent with the bill’s primary objective of stabilizing mortgage mar- 
ket prices. To the extent the trust fund strengthens the “mortgage 
market the beneficiaries may be prejudiced by a reduced income yield 
resulting from a purchase price that exceeds the market price. 

If the bill were to be enacted, the Treasury would be obliged to 
increase its outstanding debt in the hands of the public by an amount 
equal to that part of the national service life insurance fund used to 
purchase mortgages. This is true because cash would be needed to 
purchase the mortgages, and the fund holds only special obligations 
of the Treasury. I fear that this obligation for refinancing, equal to 
the amount that would be invested in mortgages, is often overlooked. 

The bill would have the effect of imposing upon the Federal Na- 
tional Mortgage Association any loss which otherwise would be in- 
curred by the national service life insurance fund from a default 
under a mortgage held in the fund’s portfolio. This is so because 
FNMA would be obliged to exchange any sueh defaulted mortgage 
one that was not in default. The guaranty of the mortgages in ques- 
tion is not a 100-percent guaranty, and circumstances arise from time 
to time under which an investor may sustain a loss. I know of no 
reason for placing the burden of these losses on FNMA, rather than 
on the NSLI fund or on appropriated funds. Also, I should point 
out a related technical deficiency of the bill, in that ‘the reference to 
the Federal National Mortgage ‘Association should i include the words 

“acting under its special assistance functions.” The secondary mar- 
ket operations of FNMA, which are designed to employ private invest- 
ment capital through the ‘sale of stock and corporate debentures, would 
not be appropr iate for use in the type of Government operation con- 
templated under the bill. 

There is a practical objection to the requirement for substitutions 
of VA-guaranteed mortgages. As FNMA’s special assistance func- 
tions are now being performed, most of the mortgages in the portfolio 
are FHA-insured. It is not unlikely that the portfolio of the FNMA 
special assistance functions would not be in position to effect the pre- 
scribed exchanges of VA-guaranteed mortgages. Also, I may say 
that mortgages held in F NMA’s management and liquidating port- 
folio could not qualify under the bill, since all would have been guar- 
anteed prior to the enactment of the bill. It would be improper to 
use mortgages of the portfolio of the secondary market operations 
because of the manifest private enterprise qualities of those operations. 

If FNMA were to perform the functions prescribed in the bill, I 
believe it is not proper to impose upon it an arbitrary expense ceiling 
of three-fourths of 1 percent. The cost to FNMA of obtaining con- 
tract services is one-half of 1 percent. It would be more ne arly cor- 
rect to provide for payment of FNMA’s actual expenses, with a mini- 
mum of three-fourths of 1 percent. 

I am authorized to advise that, for the reasons given in this testi- 
mony, the Bureau of the Budget recommends strongly against the 
enactment of H. R. 9136. 
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Now, Mr. Chairman, if you prefer, we can read the entire statement, 
or if you want to discuss H. R. 9136 now and then proceed to the other 
bills we can do that; whatever the Chair prefers. 

Mr. Epmonpson. I think it might be more orderly if we discuss for 
a moment your testimony with regard to H. R. 9136. 

Mr. Teague, any questions? 

The Cuarmman. Albert, do you recognize what 9136 is trying to do? 

Mr. Core. I hope so. 

The CHairman. That there is a problem and will be for the next 
year ¢ 

Mr. Core. Well, you mean the lack of mortgage funds? 

The Cuairman. The lack of mortgage funds. 

Mr. Coxe. I personally do not think that the problem is as great 
as some people do. I know that I disagree with considerable of the 
experts in the field who are more me than I. I feel that we will 
have a very good construction year in the home field next year, 
Congressman, 

The Cuamman. Then you do not see the possibility of their build- 
ing up a backlog of veterans trying to get their loans before the 
year is over and causing a problem both to the VA and to the 
Congress ? 

Mr. Core. If you say “possibility”—yes, there is always a possi- 
bility. My judgment is that this year will be a good year. I see 
some evidences in the field. And I am speaking lar gely of hienieie 
as a whole, Congressman, frankly. My field I think of as a whole. 
I haven’t had any feeling that the veterans were in any worse condi- 
tion than anyone else in the housing field. That is just my reaction 
to it. 

The Cuarrman. Of course, this committee is interested primarily 
in veteran housing, and what I am afraid of is that we will come 
along to the end of the year with a big backlog of applications that we 

cannot get money for. 

Mr. Corr. May I say to you that as Housing Administrator it is 
my job, as I envision it, to do everything that I can to see to it that 
there are ample funds to meet the dem: and. I think this is my job. 
And it is my strong desire to accomplish this, to do everything I can. 

The Cuamman. Then you foresee no problem, and you feel that 
this committee should not be too concerned about there being avail- 
able money for veteran housing in the next year? 

Mr. Gotz. No; I would not put it that way. I think you should 
be concerned. I think it is proper that you are concerned, and that 
you should keep an eye on it. And I think in the event certain things 
do occur, and the market is in such a situation that it is not meeting 
the proper demand, then I think we, the committee, and the Housing 
Administration, and the VA, should do something about it. I don’t 
see that in the present picture today. I don’t see the need to move to 
extraordinary measures. By “extraordinary measures,” I mean those 
measures that. go beyond that which we now have available to us. 

True it is that people always want and will attempt to gain better 
houses. I think this is a wonderful thing in American life, that we 
are trying to expand and grow. But we must examine pretty care- 
fully what we are doing, Mr. Teague. That is the only thing, that 
we know where we are going, that we understand what we are doing, 
and that we then do it. 
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The CHarrman. Do you not agree that it would be very healthy 
for this last year of the GI loan program if the Administrator had a 
fund he could go into areas and use, where the discounts reach unrea- 
sonable proportions ¢ 

Mr. Corz. The Administrator of the VA? I think he has had 
that; has he not? Does he not now have it? 

The CuarrmMan. Some. But we are very doubtful whether he has 
a suflicient amount or not. 

Mr. Coir. He may not. That is a matter for you to decide. 

I do not disagree with the idea of a direct loan in areas where the 
money is not otherwise available. I think it is all right. 

The Cuarrman. But you do feel there is plenty of time and there is 
no reason why this committee should go ahead at this time to set up a 
fund for the Administrator which is consider: ibly larger than what he 
has now; that there will be plenty of time if a rush for homes starts 
or if a shortage of money develops ¢ 

Mr. Coie. Well, my guess is—and I must say to you it is a guess— 
that 9136 will not do the job that you are thinking about. My guess 
is that it will throw out of context the fiscal management of the debt 
and the Government responsibility, Mr. Teague. Whether or not 
the Administrator needs more money in the direct loan program, I do 
not believe I have any judgment on. I think you would have a better 
judgment, and the VA would have a better judgment, than I do on 
that program. I think they should have sufficient money to meet the 
problem of a direct loan in those areas where the veteran cannot get 
the money. Iam in agreement with you on that. I will not disagree. 

Mr. Epmonpson. Mr. Shuford, did you have any questions / 

Mr. Suvurorp. Mr. Cole, you used the expression in your statement— 
that I would like you to extend if you would—e: alling attention to 
certain conditions that “might occur” that would cause you to make a 
further examination. 

Mr. Core. You mean in my answer to Mr. Teague ? 

Mr. Epmonpson. Yes; in your answer to Mr. Teague. What do 
you ae by these certain happenings? 

Mr. Coir. Well, those of us in the executive branch of the Govern- 
ment, in the housing field, and particularly the Housing Admin- 
istrator, are charged to do what we can to examine the market, to 
determine the demand, to determine the availability of funds, to de- 
termine the impact of our regulations, rules, and directives; then to 
determine the impact of the “debt upon inflationary or deflationary 
cycles that are or may be in the picture. After having determined 
all of these factors, after having looked, frankly, at the crystal ball, 
which we do, then it is our job, I think, to do what we can to help the 
people of the country who need homes and who can pay for them to 
acquire them. 

Now, if in my judgment I feel that there is a demand, a proper de- 
mand for housing—and by proper, I mean this: I mean a demand by 
people who can pay for the houses. Because this, after all, is a private 
enterprise operation which I am talking about. I am not talking 
about welfare. If we have the people who can pay for houses and 
want them and will buy them, then I think we should do those things 
within the executive and within the congressional branch to help them 
attain these houses. 
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But I also believe, Mr. Shuford, that it ought to be done in such a 
way that it will give the savers of the country an opportunity to use 
their money in this field. Because I am very much interested, as | am 
sure you are, in using the money of the people themselves in this field. 
And only—at least this is my attitude—as a last resort do I think the 
Government should step in ‘and make direct loans, whether it be co- 
cperative housing, minority housing, 220 housing for redevelopment, 
old-age housing, or veterans’ housing. I think that this is the last 
resort. 

So I am giving you a little bit of my philosophy and my theory. 

Mr. Suvrorp. Thank you very much, sir. 

Mr. Ayres. Before asking Mr. Cole a question, I wonder if Mr. 
Meadows can tell us, in view of Mr. Teague’s statement, how many 
GI’s are eligible to use their GI loans who have not used them to 
date, approximately. 

Starr Drrecror. These will be a little rough, but approximately 
4.6 millions of World War II veterans have used some kind of entitle- 
ment, business or farm loans, which leaves about 11 million left to 
use their retirement. That is World War II. Korea is another story. 

Mr. Ayres. If 10 percent elected to use them between now and the 
expiration date, the chances are that not only would not money be 
available, but materials, mechanics, and all the other things that go 
into home building. 

Mr. Coxe. Well, Mr. Ayres, that is rather an “iffy” question. 

Mr. Ayres. In other words, we have all these veterans that have 
not used their entitlement, and if any substantial percentage decided 
to use their entitlement we would be in trouble in all fields. 

Mr. Coin. My answer to you, flatly, is that this will not occur. 

Mr. Ayres. That is a large percentage of them will not attempt to 
use them ? 

Mr. Corz. The percentage of veterans over and above the demand 
that we see. 

Now, as I said to you, I look at a crystal ball. But these crystal 
balls into which I look are based upon some facts. You look at the 
past to determine what the future will be. And people who know 
more about this than I do in the field can pretty well project, quite 
well project, what the demand will be next year. And it is not just 
a matter of picking a figure out of the air or an idea out of the air. 
It is based upon all of our experience and understanding in the hous- 
ing field. And I am not talking about myself. I am talking about 
people who have been in this field a long, long time; economists, 
statisticians, businessmen, and others, and st: aff in the agency. 

After examining it, we do not see that there would ‘be such a de- 
mand, such a tremendous demand, over and above that which is indi- 
cated in our judgment. 

Mr. Epmonpson. I am interested in knowing on what previous 
experience you base your conclusions as to what is going to happen 
in the last year that is now in the statute books in the GI home loan 
program. What previous experience do you have to base that con- 
clusion upon ¢ 

Mr. Cote. I think this year will be pretty much like last year. Last 
year was a little different than the year before. People are well 


employed. 
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Mr. Epmonpson. You misunderstand the question. What previous 
experience have we had where there was a terminal year on the pro- 
gram of these dimensions ? 

Mr. Core. You are speaking in terms of a terminal year? 

Mr. Epmonpson. Yes. 

Mr. Core. And the possibility that by reason of the fact that the 
VA program may be terminated there will be a great impact, a great 
influx of operations ? 

Mr. Epmonpson. That was Mr. Ayres’ question, and perhaps you 
did not understand it as I understood it. 

Mr. Core. I didn’t understand it, and I wish to make a statement, 
then, based upon that understanding, if that is what you were asking 
about. 


Well, if this occurs, then there would be, in my judgment, if the 


program is terminated, the possibility that there would be quite an 
influx of applications this year. That would then be a factor which 
you must consider and which I must consider. If Congress makes that 
determination, I think at the time you make the determination, sir, 
then you should decide how to meet it. I do not think it ought to be 
done contrarywise. By that I mean: If you set up programs looking 
toward the termination of it and then do not terminate the program, I 
think you will have caused a disservice, in my humble judgment, to the 
veteran himself. 

I think if you do something about it, it is well that you discuss and 
decide and think about what should be done, but I think they should 
be coextensive. Yes, I would agree that it would cause an impact of 
some moment. 

Mr. Ayres. Based on your experience, Mr. Cole, as a member of 
the Banking and Currency Committee here in the House, and now in 
the high position you hold in the banking field, would you care to offer 
an opinion as to what would happen to the construction costs and the 
ultimate finished selling price for the completed house, if we came 
out with a flat statement that the program was going to terminate? 
Because we have all of these veterans, and we have no way of knowing 
how many of them have homes under some other mortgage plan. But 
the thing that concerns me, basing it strictly on supply and demand, 
is that if we have 3 or 4 million veterans in the last year who try to get 
in under the program, what is going to happen to the market ? 

Mr. Cox. Mr. Ayres, I think the only way I can and should answer 


that question is this way: As I view my responsibilities, in my an- . 


nouncements and the things I plan to do in the future with respect to 
the housing field, I want to be very careful that what I do does not 
have an impact upon the economy in such a way that it would throw 
it out of gear, would cause an inflationary spiral to start immediately, 
would cause people to find that the money is suddenly very tight and 
demand is high and materials scarce. I would be cautious about mak- 
ing that kind of an approach to it. It is the sudden starts and stops 
which are inevitable in Government programs, of course. 

My judgment is that it is the sudden starts and stops that cause an 
awful lot of difficulty in the home-building field and helping people 
get homes at a reasonable and proper price. It throws the market out 
of gear and out of routine operation. 

Home building is a matter of long planning. It takes a long time 
for a guy to get his land, to plan to develop, to get his financing, and 


itl as“ 








MISCELLANEOUS BILLS 3075 


he can’t do it overnight. And once a program is thrown into his teeth 
in such a way that it causes everybody to have fears that are not sub- 
stantiated, in the first place, and second, fears that they can’t get what 
they want, it would be a matter which I think you should consider very 
carefully. 

Mr. Ayres. Is it not generally accepted that about 1,250,000 starts 
is all we can handle annually ? 

Mr. Coxx. Put it this way. I think that there is a good demand, 
and better in my opinion. I think the economy can sustain a million- 
three and above this year, a million-three, a million-one, a little above 
that. Now, whether it does or not is dependent upon a number of 
factors, but I think there is a demand, a good sound demand for that. 
I think it will be quite close to it. 

Mr. Ayres. You see my point? If only 10 percent of the veterans 
who have not used their Gl-building rights try to get into the market 
this year, we have that million-two start. 

Mr. Cor. I think you have a problem. I do not think all of them 
would, Mr. Ayres. 

Mr. Ayres. I say only 10 percent. 

Mr. Cote. Your guess on it is as good as mine. I don’t know how 
much the percentage would be. I only point out that if I were in 
your position I would look at it pretty carefully about what the timing 
is, how you do it and what the timing is. I think you understand 
what I am talking about. The market is a very sensitive thing. — 

Mr. EpmMonpson. Well, I am not sure that I understand what you 
are talking about. Can we read that as an indication that you think 
we ought to extend the GI loan program, or that we should give some 
thoughts to its extension ? 

Mr. Cotz. No, I don’t imply that at all. I don’t think I would 
advise this committee about that, frankly. You know a lot more about 
it than I do. 

Mr. Ayres. I would like to add at that point, Mr. Cole: I certainly 
think we ought to be indicating to the press and other media the 
possibility that it will expire. Because I think the same thing happens 
on the last day you buy your license plates. There is a lineup clear 
around the corner. 

Mr. Coxe. I think the colloquy will indicate that that is really what 
I had in mind, that the timing of it is very important, if you do do it. 

Mr. Epmonpson. You mean the timing of the publicity in connec- 
tion with it? 

The Cuatrman. The date has been set on the thing, Albert. 

Mr. EpmMonpson. The law prescribes the end of the program. And 
what is the date? 

Starr Drrecror. July 25th, 1957. 

Mr. Ayres. So we are just a little more than a vear away from the 
program terminating, and with the possibility of 9 million veterans 
being eligible to use their rights. 

Mr. Coir. Then I would think, if I were a Member of Congress on 
the committee, I would do everything I could to make sure that the 
people knew definitely that that was going to be the termination date. 

Mr. Ayres. Well, as Chairman Teague pointed out, it has been 
known quite some time when it does terminate. But I doubt if a very 
high percentage of the veterans realize that it is going to be terminated. 

Mr. Corr. Congressman, I think with this termination date, as Mr. 
Teague points out, and with the firm resolve that it will be, I do-not 
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see any great influx in the last few weeks of the program. It could 
be, but I do not believe so. 

Mr. Epmonpson. Would you yield again on this point? I am 
quite sure, knowing } your reputation, that you are completely sincere 
and honest in that conjecture on the future. But it seems to me, 
with just an elementary knowledge of human nature and with the 
operation of the laws of human nature, the situation that Mr. Ayres 
is pointing out as a possibility is more than a possibility; it is a 
strong probability that a much larger percentage of veterans next 
year will be seeking homes, if they “know it is going to be the last 
year of this program for World War II veterans. You just put a 
ceiling of about $1,300,000 on the capacity of our building industry 
to supply these homes. 

Mr. Cotz. That is for this year, Mr. Chairman. This is my guess. 

Mr. Epmonpson. Well, do you think the rate would increase on into 
1957 to where a much more substantial amount would be built in 1957? 

Mr. Cote. I do not guess too far in advance, and I do not think 
anybody can, but on the basis of what I know and understand about 
the market it is my judgment, my very considered judgment, that 
the market can sustain and will absorb any increase in the number of 
veteran loans which will occur next year, by reason of the fact that 
the program will be terminated. 

There are a number of reasons for that, Mr. Chairman. Family 
formations will be going down next year, and there are quite a few 
other reasons. 

Mr. EpMonpson. What is going to be going down ? 

Mr. Coir. Family formations will be decreasing next year. 

Mr. Epmonpson. What do you mean by “family formations” ? 

Mr. Core. Marriages. This is a bureaucratic way in which I have 
learned to speak of it ‘for the last few years. 

Mr. Epmonpson. That just surprises me, Albert. 

The CHarrman. This committee is very concerned, Albert, that 
veterans do know the expiratoin date; that they have got to take 
advantage of the situation. We are very concerned, if it does expire, 
that there not be a whole line around the corner of veterans who can- 
not get a loan without paying a terrific discount. We do not intend 
to wait until next June to be concerned about it. We are concerned 
right now, and we will stay concerned for the next year. 

Mr. Corr. I think you should be. I would agree with that ap- 
proach. 

Mr. Epmonpson. Mr. Cole, there is an added feature of your state- 
ment that I think was very appropriate and well placed. But I 
would like to have some further discussion on it. That was on page 
. of your prepared statement, where you discussed the fiduciary obli- 

gation of the Secretary of the Treasury as trustee of the national 
service life insurance fund. And you stated that it appeared to you 
under well-established legal principles that this trustee should make 
his investment acquisitions on the most reasonable available terms. 

Now, I am a little curious, if that obligation is one that you feel 
should control here, as to whether you feel that that means that he 
should continue to invest this money in something that is of admit- 
tedly low yield, which is the case on Government bonds, when there 
are other fields with high degrees of security, where a much more 
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profitable yield could be secured for this fund. It seems to me that 
you need to discuss this fiduciary relationship a little further. 

Mr. Cox. I would be delighted to give you my reaction to it. 
And I do not know whether the Treasur y will be here or not. They 
certainly are much more competent to discuss this than I. 

However, because I have this feeling, I should give you my reaction 
to it. 

First, we must decide what the responsibilities are of this par- 
ticular fiduciary. I am a trustee for an estate. I have certain au- 
thority as trustee for the estate to invest the funds for the estate for 
the benefit of the beneficiaries. The will under which I act gives 
me certain responsibilities and authorities. I can buy Government 
bonds. I can invest the funds of the trust in mortgages. I can in- 
vest them in some other sources of investment. They do this, because 
they think that they would like to have the trustee have as much 
opportunity to bring a high return and take some little risk in secur- 
ing the return. They do not give me the authority to buy unlisted 
stocks, or any stocks, as a matter of fact, which might bring a greater 
return to the estate. But my judgment might be erroneous, and I 
might find that I am depleting the fund and losing the fund, by 
reason of the fact that I buy stocks which are speculative. 

Now, Mr. Chairman, it is a question a what Congress thinks ought 
to be the policy of the trustees of the National Service Fund. My 
judgment 1s that the trustees should not be entitled to speculate. Let 
us s‘art at the other end. They should not be entitled to speculate, 
even though they would get a high return. Why? Because they 
might deplete the funds. Therefore, I personally am quite satisfied 
that the trustees not only be permitted to speculate but that they invest 
their funds in this kind of an operation, for the benefit of these peo- 
ple—which is a sacred trust in my judgment. They must invest their 
funds in the soundest investment possible, even though the return is 
low. Now, that is a mere matter of judgment. 

If the Congress in its judgment would say, “We go one step further 
and permit them to invest in mortgages”—which are after all GI 
mortgages and guaranteed, or FHA mortgages, which are insured— 
you get a little higher iaan and a little more benefit to the benefi- 
ciaries, and it might be a good thing. But the point I make here is 
that the purpose of this particular legislation is to stabilize the price. 
This 9136 is to stabilize the price of mortgages, I believe; loans gen- 
erally. Now, if they are to stabilize the price of loans generally, if 
this is to be a support operation, in other words, it is my opinion that 
they would not consider the best price at which they obtained the mort- 
gages. They would consider a price which would stabilize the market, 
and therefore buy at a high price instead of at a low price. 

Mr. Epmonpson. I think you make your point well on that. sut 
I am still doubtful as to what you are saying. What you are saying in 
effect is that as a true trustee they should try to get the discount loans 
rather than loans at par, in order to get a maximum yield on the money ; 
is that right ? 

Mr. Cote. It depends upon the method in which Congress would set 
up such a program. They could go into the market and buy them at 
any figure that would be market price, whatever the Congress might 
decide. It is my opinion that to direct them to go into stabilizing 
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the market makes it inconsistent with their responsibilities as trustee 
under this particular fund. 

Mr. Epmonpson. You think this stabilizing function is inconsistent, 
then, with the function of a trustee? 

Mr. Coxe. Yes. 

Mr. Epmonpson. And that there would not be a legitimate ob- 
jective of the trustee in trying to get some stability in the thing in 
which he was investing money ? 

Mr. Cor. That is the point. 

Mr. Ayres. Mr. Cole, is it not a fact that savings are at an all-time 
high today in banks and savings and loan institutions ! 

Mr. Core. At an all-time high? This I will have to get. I think 
so. It is certainly one of the very highest. 

It is at its very highest, yes. 

Mr. Ayres. And we also know our labor union pension funds and 
their reserves are at an all-time high. 

Mr. Cote. Yes, I would say so. 

Mr. Ayres. There is more money in their funds than ever before. 

Mr. Corr. Yes. 

Mr. Ayres. We also know that our economy is very strong. 

Mr. Coie. Yes. 

Mr. Ayres. We also know that there is a strong possibility that this 
Congress may vote out a highway bill and a school construction bill. 
There is a possibility. 

Mr. Core. [ would assume there is always a possibility of legisla- 
tion being enacted. 

Mr. Ayres. In the event this Congress does vote out those two bills, 
the demand for not only skilled labor but common labor is going to be 
greater next spring and summer than it ever has been in the history 
of the country. And if that happens, and then we come forth with 
millions of GIs trying to get a home, I do not think that we are going 
to have the trouble in the finance field as we are in the direct construc- 
tion field. Because our committee was just up in a State last weekend 
investigating complaints on poor construction. We do not have the 
skilled labor in the country in the construction field that we need for 
current construction. 

So I think our problem is going to be one on the side of the physical 
aspects of the construction business rather than the financing side. 

Mr. Coir. Mr. Ayres, I am not competent to discuss w ith you the 
financial structure, the impact of foreseeable legislation, foreseeable 
employment, foreseeable debt, and so on. But [ would suggest, if I 
may be so bold as to do so, that whomever you call on in this field, 
whether it be from the exec ‘utive branch or someone outside, my only 
comment is that careful analysis is important. Because it is so easy, 1 
find, to take 1 fac ‘tor or 2 factors, or 3, or a dozen, and say, “This is 
what will happen.” It requires careful analysis by people who under- 
stand the field better than I do. 

So what I am merely saying to you is that I agree with Mr. Teague 
that it is important for this committee to discuss this and to come to 
conclusions. My only suggestion is that you carefully examine all of 
the factors involved, and not take one or two. It is not for me to lec- 
ture you at all. 

Mr. Ayres. We realize we have those factors to consider. But to 
raise just the point that financing is not going to be available I think 
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is a mistake, because these other things have to be considered as well, 
in our deliberations as to whether or not we are to permit the termina- 
tion date to remain as it is. 

Mr. Epmonpson. Do you have anything further, Mr. Shuford? 

Mr. Suvurorp. No, I have nothing further. 

Mr. Epmonpson. Perhaps then we could proceed with the considera 
tion of H. R. 9288 and other bills. 

Mr. Coie. Since H. R. 9288 and other identical bilis before you to- 
day are concerned directly with the voluntary home-mortgage credit 
program, I have with me Mr. Arthur W. Viner, executive secretary of 
the National Committee of the VHMCP, who is charged with the re- 
sponsibility of operating the program under the policies set forth by 
the National Committee. I am also pleased to present to you several 
members of the national committee, representing most of the private 
industry groups participating in the VHMCP. 

Mr. Epmonpson. Do you want to identify them ? 

Mr. Coir. Yes; there is Mr. Norman Carpenter, vice president of 
the Metropolitan Life Insurance Co.; Mr. W. Franklin Morrison, ex- 
ecutive vice president of the First Federal Savings & Loan Associa- 
tion of Washington; and Mr. Oliver Walker, president of Walker & 
Dunlop, Inc., of Washington, D. C., who is a realtor and a mortgage 
banker. 

These gentlemen would be delighted to make brief presentations 
to the committee, and they will be. glad to answer any questions you 
may have. 

We are anxious, as 1s your committee, to do everything possible to 
extend to the home-seeking veterans in small communities the same 
opportunities to use their entitlement to GI loans as are available 
to veterans in the metropolitan areas. We are opposed, however, for 
reasons I will explain, to H. R. 9288 and the other identical bills. 
which would, in effect, prevent the Veterans’ Administration from re- 
ferring direct-loan applicants to the voluntary home-mortgage credit 
program. 

Through the voluntary home-mortgage credit program the mort- 
gage lending industry, with the cooperation of the Government, has 
established machinery to channel funds for GI and FHA mortgages 
into small communities which hitherto had nonexistent or dormant 
facilities for guaranteed and insured mortgages. Asa result, the resi- 
dents of these communities have been obtaining mortgage loans in 
greater quantity, with lower downpayments, for longer maturities, and 
at lower interest rates than they previously have had available to 
them. In certain of these aspects the loans obtained through the 
VHMCP have been even more liberal than those which have been 
made available by the VA direct loan program. Furthermore, the 
VHMCP has made such financing available to all qualified residents 
of small communities, veterans and others. ‘The program has made 
unnecessary a large part of authorized Government direct-loan funds, 
but these funds have still been available where the VHMCP has not 
been able to obtain loans for qualified veterans. The overall effect has 
been a stimulation of the housing markets in the small towns where 
the lack of financing in the past has stifled the demand from qualified 
borrowers for better housing. 

Veterans in small communities have often been forced to buy in- 
adequate and obsolete homes while their fellow veterans in the cities 
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have a wide range of choice among new and up-to-date houses. This, 
we believe, is because builders in small and remote areas have had in- 
adequate sources of GI or FHA financing on liberal terms. There has 
been no steady source of such financing, until recently. Few builders 
in small communities could plan longrange building programs wnen 
the VA direct loan program was their “only source of financ ing, because 
of the long delays which occurred when ‘the direct loan funds of the 
Veterans’ Administration ran out. Those veterans who wanted to buy 
existing houses often could not buy the home of their choice because 
financing was not available to them under GI loans, either direct or 
guaranteed. 

The voluntary home-mortgage credit program was proposed as an 
answer to this problem as well as for nonveterans in small communities 
and for members of minority groups everywhere. In my opinion, it 
is a thoroughly successful answer, despite the fact that it has been 
in operation for only a year. The VHMCP represents a remarkable 
example of business statesmanship. The private housing and mort- 
gage lending industry proposed to the Congress that the VHMCP be 
set up to minimize the need for direct mortgage lending by the Gov- 
ernment. The administration recognized in ‘this new type of program 
an idea that is thoroughly compatible with its objective of strengthen- 
ing the economy by encouraging private enterprise to do what might 
otherwise have to be done thr ough large outlays of Government funds. 
The administration joined in sponsoring the program, which was 
established by the Congress in the Housing Act of 1954. 

As of February 29, after 1 year of operations, the voluntary home 
mortgage credit program had received 34,093 applications for assist- 
ance in obtaining VA-guaranteed or FHA-insured loans from appli- 

cants who had been unable to obtain these loans from local sources. 
Thirteen thousand eight hundred and ninety-nine of these applications 
had obtained loan commitments from financial institutions partici- 
pating in the program. The applications of another 5,064 were still 
being processed. The loans placed by the VHMCP aggregated $117.7 
million, and in recent months loans have been placed at an annual rate 
of about $200 million. 

Let us examine this record more closely, particularly as it relates 
to the VA direct-loan program. Through December 31, 1955, a total 
of 22,294 individual applications had been processed by the VHMCP. 
Of these, 17,315, or 78 percent, were applications from direct loan ap- 
plicants. As the services of the VHMCP became better known, more 
and more applications were received from others than direct loan 
applicants. In the last 3 months of 1955, only about 70 percent of 
the individual applications processed were from direct-loan appli- 
cants. In addition, there were many applications from builders seek- 
ing financing for projects. 

Of the 22,224 applications processed, 9,289, or 42 percent, resulted 
in loan placements, 6,027, or 35 percent, of the applications from direct 
loan applicants were placed with private financial institutions. Since 
July, however, after the applications of the veterans on the large 
waiting list for direct loans had been processed, and the program 
was on a fully current basis, monthly placement ratios for direct-loan 
applicants have ranged between 38 and 44 percent. This figure com- 
pares with a figure of 59 percent in the direct-loan program since its 
inception. The VHMCP’s placement ratio has been approaching 
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that of the VA direct-loan program and should continue in that 
direction as the private lenders become increasingly aware of the 
good small-town loan markets that have been opened up through the 
VHMCP. 

Now let us look at the characteristics of the loans placed for direct- 
loan applicants by the VHMCP. The program’s statistics are being 
converted to an IBM processing system, and very detailed statistics 
are now available for the months of November and December 1955. 
I believe you will be impressed, and perhaps surprised, by the figures 
lam going to give you. These figures relate only to direct-loan appli- 
cants, those who have obtained VA direct loans and those who have 
obtained VA-guaranteed loans through the VHMCP. Forty-four 
percent of the VHMCP applicants were granted loans with down- 
payments of 2 percent or less—the most liberal terms permitted at the 
time the appraisal requests were made. The median downpayment 
was just under 3 percent. Under the direct-loan program, we have 
been informed by the Veterans’ Administration, the average down- 
payment in the same period was 5.5 percent, more than most direct- 
loan applicants were asked to pay by the private financial institutions 
participating in the VHMCP. 

Next, let us compare the maturities of the loans granted under the 
two programs. For this purpose, I would like to enter into the record 
a table in which the figures on VA direct loans were furnished us by 
the Veterans’ Administration : 


Maturities, by percent of total, November and December 1955 








| 
| VHMCP 
te sition +e ae VA direct loans to 
Maturities (number of years) loans | direct-loan 
applicants 
| Percent Percent 
ah a a et 9.1 | 9.3 
SO ie NS  ddlsd tendencies. nee tikes f .6 | 1.0 
Ne 15 Deeilata ditt w aadbetnkad ident Ao dematns bien 67.7 | 53.8 
i a A | 4] 0 
i. 2S et if iL in 20. 2 | 35. 6 
Si dial nraaicele he ecole Sal aah nk a tank i genni ognadegine 2.0 | 3 
a a a a 100.0 | 100. 0 


The table shows that on the whole the maturities of the loans placed 
privately by the VHMCP were considerably longer than those of the 
direct loans made by the Veterans’ Administration, which, of course, 
means lower monthly payments. In fact, the private lending institu- 
tions participating in the VHMCP have generally made their loans to 
direct-loan applicants on a more liberal basis than the VA itself. 

The VA direct-loan program is limited to loans of $10,000 and under. 
There is no loan limit under the voluntary home mortgage credit pro- 
gram, however, and about 15 percent of the direct loan applicants who 
have received loans through the VHMCP have obtained loans in excess 
of $10,000, which has made it possible for them to make smaller down- 
payments than would have been possible under the direct-loan program 
in the purchase of homes costing over $10,000. 

I think the committee will be interested also in the reasons why those 
VA direct-loan applicants whose applications the VHMCP was unable 
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to place with private lenders did not result in guaranteed loans. I 
would like, therefore, to enter into the record a table: 


Reasons for termination of VHMCP processing of loans not placed, November 
and December 1955 


Percent of 
total 

Rejection by tending inetitublens..... .25 scr) hw ed ee 58.8 
Aaa 6 Ls I ich apr ichin en hich bbe mcoes 8.2 
Applicant’s assets insufficient for downpayment or closing costs_______._-- 3.2 
Peveency wWiccemre tet nl ON De 2) ts 23.8 
Property location: URACCGRADIO Si 4.2 
Seller or broker unwilling to pay discount____.-_________--_____.-_-..__- 6.8 
Terms offered unacceptable to applicant__..___......._________-_--__._-- 3.7 
ART CREE CIE NEO an os et ek ep rergeeenetin sneer .4 
ANDICERE Ss’ Crenit Wneeerecuty 8.0 
ET eee ee a stein Salil idee dhienoeols 5 
NN yi ccdaiahdnnigbicsasesinrenitane Sekstentinian Kec cate ee Mriteig eR tine lad hice et eh 58.8 


The one item which I will call your attention to down here is “Seller 
or broker unwilling to pay discount, 6.8 percent.” 
On page 10 are other reasons for termination : 


Percent 

Dil means 1h DN De a i re espera tpi mon iacel> and ein apc teinay 15.6 
Ba a I ira rik anc eceshge es pades>ignge rd mpaniaett 3.2 
Application withdrawn by applicant._..........-...-..~... ~~... Ls 12.4 
Unphtietactors (iV, Cite aees. C00. 6 niin eh ih i i ss 2.9 
A ICRESOE “TOUOET TENN E a ontiewnns dite eeenr ered denne 3.2 
NGS TU ia Er enue Sicnntnbeeesenrernien 3.9 
TN aa a ae cat ata ee tics cai anni heapaadin hedaman nde aspdepenetaaed 41.2 


This table indicates that 41.2 percent of the applications of direct- 
loan applicants which the VHMCP was unable to place were left un- 
placed for reasons beyond the control of the participating lending 
institutions. 

The record of success which I have presented to you was necessarily 
statistical. I know that your committee will want to examine the 
facts, and for this reason I have placed them on the record. We rec- 
ognize that any program, and particularly any new program as intri- 
cate as the voluntary home mortgage credit program, is bound to 
cause inconvenience and concern to some of the people it seeks to serve. 
While we feel that, by and large, the program has operated with great 
efficiency and effectiveness, we are always anxious to make any im- 
provements that can be made in its operations. Since the program 
began operations, several changes in procedures have been under- 
taken with a view to improving the program’s effectiveness. We are 
anxious to take any steps that will bring closer to realization the pro- 
gram’s objective of helping veterans and others to obtain the homes 
they want. 

Now, I would like to turn to two of the specific criticisms that have 
been made about the VHMCP. First, I would like to take up the 
question of delays. We believe that few of the delays of which we 
have heard complaints can properly be attributed to the VHMCP, ex- 
cept where these delays are involved in the VHMCP’s 45-day referral 
period. This 45-day period is the maximum time that the VHMCP 
‘an take to attempt to place a loan for a direct-loan applicant. If 
the loan is placed promptly, and most loans are placed with the first 
lending institution to which they are referred, the VHMCP’s process- 
ing time is often far less than 45 days. If the application is rejected 
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because of the applicant’s unsatisfactory credit or income standing, 
or because the home he wishes to buy is considered inadequate by the 
lending institution, the application is generally rejected well before 
the 45th day, and the VA is so notified. ~ Only those unplaced applica- 
tions which the VHMCP believed it had a reasonable chance of plac- 
ing have been kept in process for the full 45 days. 

‘Surely, the veterans have fared better under the VHMCP, with its 
{5-day processing period, than they would have fared before the ad- 
vent of the VHMCP when many veterans had been on the waiting 
list for as long as a year, and had long since lost the opportunity 
to buy the homes they had originally wanted. 

It necessarily takes a substantial amount of time to process properly 
any home mortgage made, guaranteed, or insured by the Federal 
Government. 

It takes time for the fee appraisers or appraisal staffs to determine 
the value of the property. Additional time is consumed in obtaining 
title insurance, a survey report and other papers necessary before 

closing. These are the facts of the mortgage-lending process, and 
cannot be attributed to the VHMCP. 

Your committee has been informed of the new procedure in opera- 
tion between the VA and the VHMCP. This new procedure went 
into full effect on October 1, 1955. Between that date and January 
31, 1956, according to the Veterans’ Administration’s records, the VA 
received 2,510 direct-loan applications. Under the new procedure, 
all of these applications were received by the VA after the VHMCP 
had completed its processing efforts. Although the VA had received 
only 2,510 direct-loan applications during this 4-month period, 5,292 
direct-loan applications were in process at the end of the period. 
Thus, more than twice as many direct-loan applications were in process 
in VA regional offices on January 31, 1956, as had been received by 
the VA in the preceding 4 months. T his means that the VA was still 
processing many applications for direct loans which it had received 
more than 4 months earlier. I bring this up merely to indicate that 
the processing of GI loans is necessarily slow, whether the loans are 
made by the Government or by private institutions. 

Mr. Epmonpson. Mr. Cole, could I interrupt you right at that 
point? I wonder if you are aware of the fact that there are a num- 
ber of VA offices in the country which, during the very 4-month pe- 
riod which you mentioned, were telegr aphing, | telephoning, and writ- 
ing to the VA in W ashington, asking for additional direct-loan money, 
and were unable to get it. I wonder if you are aware of that fact, 
as a factor in the delay which has taken place in the processing of 
some of the VA loans. 

Mr. Coz. These that were in process. Yes, I am aware of that. 

Mr. Epmonpson. I do not believe that it is a fair assumption that 
the reason for this backlog of 5,000 direct-loan applications at that 
time is because it is a slow process to complete the loans, when many 
of the offices in the country with the direct-loan applications did not 
have the money to lend. 

Mr. Cotzx. No. I would be the last one to say that the sole reason 
for the delay is the natural processes, I am merely pointing out, 
Mr. Chairman, that in any kind of a processing by the VA and the 
FHA, which is a part of our agency, or by the institutions themselves, 
things occurred, whether it is lack of funds, or whether it is lack 











3084 MISCELLANEOUS BILLS 


of personnel, or no matter what it is that happens. These backlogs 
occur. 

Mr. Epmonpson. Yes, but some of them are made to occur, And 
that is something this committee is ver y much disturbed about. Any 
comparison in the processing periods between one group of lending 
agencies, Which had money on hand to lend, and another agency, which 
was having its funds withheld, is not to my way of thinking a fair 
comparison at all. 

Mr. Core. It may not be. 

Mr. Epmonpson. I am just stating my own personal opinion on it. 

Mr. Cox. Yes. I understand. We also think, however, that the 
fact is apparent that the amount of applications, the backlog of 
applications, was dissipated. I mean, it was ended. 

Mr. EpmMonpson. Pardon me for interrupting. 

Mr. Coe. I would not say to you that it would not have been ended 
if there was no VHMCP. 

Mr. Epmonpson. I did not want to sidetrack you indefiniteiy, but 
I could not let that comparison pass without making that observation. 

Mr. Corr. Despite our belief that the delays involved in obtaining 
GI loans cannot be laid at the door of the voluntary home mortgage 
credit program, we are discussing with the Veterans’ Administration 
the steps necessary to reduce the 45-day referral period to a substan- 
tially shorter time. In addition, we are urging lending institutions to 
expedite the closing and disbursement of ‘loans for which they have 
issued commitments under the VHMCP. 

Another complaint which has been made by a few sellers of homes 
to veterans and by real estate brokers, concerns discounts charged 
by lending institutions participating in the voluntary home mort- 
gage credit program. I believe that the extent of these complaints 
has been greatly exaggerated. As you will note in the table on reasons 
for termination of VHMCP processing which I have submitted, the 
refusal to pay discounts has accounted for only 6.8 percent of the 
cases where the VHMCP has been unable to place loans. Most. of 

these refusals involve discounts of more than 2 percent, which means 
that the applicants become eligible to apply for direct loans. 

While it is difficult for those in areas where direct loans have been 
the only source of liberal GI financing to understand why discounts 
should be paid, I believe that the authority established by ‘the legisla- 
tive history to charge discounts is responsible for preventing the drying 
up of the market for FHA-insured and VA-guaranteed loans: in 
times of credit stringency. During the tight money situation of 1953, 
when administrative action was taken by the VA in May to prohibit 
discounts, funds for investment in new GI loans virtually disappeared 
for 2 months, after which congressional legislative action was taken 
which repealed the authority to regulate discounts where secondary 
mortgage market transactions are involved. ‘The following year, the 
authority to regulate against any discounts paid by the ‘builder or 
seller was repeé led entirely. 

It is our belief that in order for mortgages to compete with other 
demands for investment funds, it is necessary for the yield on mort- 
gages to have flexibility. Otherwise, when the interest rate struc- 
ture moved upward, the flow of funds into mortgages would be cut 
off. In view of the practicalities which make a change in the interest 

rate on VA-guaranteed mortgages unlikely, the flexibility of yield 
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provided through discounts is necessary to induce an adequate flow of 
funds into insured and guaranteed mortgages. 

A number of “horrible examples” have been taken by many as an 
indication that very high discount—discounts of as much as 8 or 10 
percent—have been prevalent i in many parts of the country in the past 
year. But when the facts are examined, these large discounts have been 
seen to be the exceptions to a general pattern of moderation. The 
members of the VHMCP national committee who are here with me 
today are active in the mortgage market and they will be glad to com- 
ment on the discount situation. 

I want to make it clear at this point that the VHMCP itself has 
nothing to do with discounts. The VHMCP, asa clearinghouse, merely 
refers applications for assistance in obtaining loans to lending institu- 
tions. Once the two have been brought together, the negotiations are 
left to them as in the regular market. The V HMCP does no credit 
screening or underwriting. I believe that the following statistics, 
again for the months of November and December 195: 5, should prove 

that exorbitant discounts have not been charged in connection with 
direct loan applicants who have obtained loans through the VHMCP. 
More than half of the VHMCP loans placed for direct-loan applicants 
involved discounts of less than 2 percent. Of the loans placed for 
(lirect-loan applicants last November and December, 26 percent were 
placed at par; 32 percent of the loans carried discounts of 1 to 1.9 
percent. Another 40 percent of the loans carried 2 percent discounts. 
Only 3 percent of the loans carried discounts of more than 2 percent. 

These small discounts prevailed during 2 months when the mort- 
gage market was extremely tight, as it has been throughout the past 
year. The discount pattern under the VHMCP has been approxi- 
mately the same from the beginning. Reports received by the Hous- 
ing and Home Finance Agency and its constituent agencies indicate 
that, on the average, larger discounts have prevailed on GI loans in 
most of the metropolitan areas of the Nation, where there is no direct- 
loan program, and where access to mortgage investment funds has gen- 
erally been ample. I believe, in fact, that one of the greatest strengths 
of the VHMCP is the willingness of financial institutions to allocate 
a portion of their mortgage investment funds to the program, where 
discounts on loans to direct-loan applicants are, in effect, controlled, 
and thus to sacrifice the higher yelds that could have been obtained 
through normal channels, 

Mr. EpmMonpson. At that point, could I ask you to comment on the 
exercise of fiduciary obligations by those investment houses that are 
doing what you are talking about here, sacrificing higher yields to 
go into these rural markets? Do you think they are bei ing faithful 
to their fiduciary obligation to obtain a maximum yield on their 
funds? 

Mr. Corr. I think that is a very interesting question. Mr. Chair- 
man, if they are doing it in amount to the proportion of the amount 
of loans which they are making, the proportion as related to the 
full amount, I would say that that would be dangerous. It is for 
them to make the decision, however, and I assume that they are making 
it with a great deal of care. They usually do. 

Mr. Epmonpson. Suppose some of their shareholders came in, or 
their policyholders, or directors, and sought by lawsuit or other action 
to block their investment of these funds to be low market rates that 
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could be obtained in other areas of the country. Do you think that 
they would have any chance of mehen tering with this program which 
is apparently doing pretty well right now? 

Mr. Coxe. I was a lawyer many years ago, and when I was asked 
a question like that I said, “This might be awfully cheap legal advice, 
and maybe you had better get better.” 

My judgment is that they could not prevail in a lawsuit of this 
kind. In my opinion the breadth of the responsibility of the trustees 
in these lending institutions would permit them to exercise their judg- 
ment with respect to how they invest the funds; much more so, I 
think, than is involved here. 

Mr. Epmonpson. Do you think the policyholders, who for some 
reason expect to get a return on their money placed in these com- 
panies, are being dealt with fairly when the money is lent out in rural 
areas at very low discount or no discount, when a discount of very 
favorable dimensions is available in the metropolitan area? 

Mr. Corr. Again, I think it is a question for the lenders to answer 
more than I, the life-insurance and mortgage people. But, Mr. Chair- 
man, the judgment of the trustees as to the investment of the funds 
of their beneficiaries must be, of course, based on sound business 
judgment in relation to their responsibilities, and the rate of return 
is a part of the consideration. Security is a part of the consideration. 

I, as a Housing Administrator, have been talking to them about a 
public responsibility which they have. And that public responsi- 
bility, if I may say so, is a responsibility to do everything they 
can to get their funds in the hands of people who want to build 
houses. 

Mr. Epmonpson. I am delighted to see the public responsibility 
enter the field, now, when we are talking about the private lenders. 
I was just a little disturbed about all this fiduciary talk over here, 
though, when we are talking about the Federal Government’s funds. 

Mr. Corr. I think there are two different sets of circumstances. 
And, as I said, I am a fiduciary. I am a trustee. And I invest in 
things which some of the savings and loan people won’t invest in. 

Mr. Epmonpson. Continue with your statement. And forgive me 
again for the interruption. 

Mr. Core. H. R. 9288 (and other identical bills) which your com- 
mittee is considering, would, in effect, prevent the Veterans’ Admin- 
istration from referring direct-loan applicants to the voluntary home 
mortgage credit program. This would be contrary to the objective 
of the VA direct-loan program, which is to provide a source of GI 
loans to those who are unable to obtain private financing on liberal 
terms. Since the VHMCP is simply a mechanism to bring applicants 
in contact with private lending institutions willing to consider their 
applications, the bill would thus deny the veterans access to private 
financing. 

The bill would also prevent the Veterans’ Administration from 
rejecting an application for a direct loan solely because a guaranteed 
loan has been offered, unless the guaranteed loan was offered at par 
or the seller or agent was willing to absorb the discount voluntarily. 

I want to express in the strongest terms my opposition to this bill. 
It is my firm opinion that the results of its enactment would be against 
the best interests of the veterans. In addition to denying direct-loan 
applicants the services of the voluntary home mortgage credit pro- 
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gram, this bill would place the veterans in a direct-loan area in a 
preferential position relative to veterans in other areas. This is so 
ae ause only the veterans in direct-loan areas would be able to obtain 
loans made at par. 

The Cuarrman. Albert, do you believe that up to date the veterans 
in those different areas have been equal ¢ 

Mr. Core. No; I don’t say that they have. 

The CHairMan. Actually, they have been very unequal, have they 
not ¢ 

Mr. Core. Yes; I would think so. 

The CHairman. I am willing for those other areas to get a break 
for this last year. 

Mr. Corz. I agree with you that they should get a break. 

Mr. Epmonpson. In other words, it is more of a balancing of equities 
that have been unbalanced in the other way for some years. 

Mr. Coxe. If you are balancing the equities, and Congress wants to 
do it by saying the scales have been this way and therefore we are 
going to put them this other way—in other words, if the scales have 
been out of balance, and we want to give the people who have been 
on the low side of it an extraordinary preference on the other side— 
then that is for Congress to determine. I prefer to look at it that 
you should get the sc ales in balance rather than unbalance them again. 
It is just my personal opinion about it. 

Mr. Epmonpson. Go ahead. 

Mr. Corz. The bill would establish the principle that direct loans 
are to be made to veterans wherever VA-guaranteed loans cannot be 
obtained at par. Since VA-guaranteed loans are available at par in 
very few areas during times of credit stringency, as at present, equity 
would make it necessary to declare eligible for direct loans the great 
majority of veterans residing in large cities as well as in small com- 
munities. It would require an outlay of billions of dollars by the 
Federal Government to provide funds for all the eligible loans to be 
made on that basis. As available funds for direct loans can be ex- 
pected to fall far short of the demand, the bill could in no event be 
of substantial benefit to veterans in general. 

The Cuatrman. Let me ask you a question there. That statement 
that it would require an outlay of billions of dollars is made on the 
assumption that the bill is going to expire? Or that it is going to be 
continued # 

Mr. Corz. Hmm! I think I will think about that for a minute. 

1 would assume when I talk about billions of dollars, Congressman, 
that I have been thinking in terms perhaps of a longer period of 
time. Now, let me check a minute. You have raised a point. 

1 am advised that even a year would take it into billions. But you 
have raised an interesting question which you ought to consider, 
I think that I should consider it ca :refully. 

The Cuairman. Well, speaking of this history we talked about 
at the beginning of your statement, of course the history has been 
that we have not extended any of these GI programs. So speaking 
for myself alone, I am working on the assumption, in the history that 
I have been going on, that this won’t be extended. 

Mr. Coxe. Yes, if the Congress would channel all the veterans loans 
into direct lending by the ‘Federal Government, even in 1 year it 
would run into billions of dollars. 
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The Cuarmrman. Do you believe if we es a direct loan for 
every veteran that wanted a loan next year, it would run into billions 
of dollars? 

Mr. Coreg. I believe so. 

The Cuarrman. In the direct loan areas that could not get private 
lending ?¢ 

Mr. Corr. No, for all veterans, Congressman. For the purpose of 
this argument, Tam arguing, you see, . that the rural veteran, if you 
enact this law, will put his. position out of balance with the urban 
area, will give him a preferential treatment. True it is that he has 
had a difficult time getting a loan in the past, and he has been in a non- 
preferential situation, and it is a question of how you then balance it. 

H. R. 9288 would cut the heart out of the VHMCP. If passed, this 
legislation would remove as much as 70 percent of the activity of the 
program. I have little doubt that the passage of these bills would so 
jeopardize the VHMCP as to bring this highly successful program to 
an end at the very time when its success has just begun to bring new 
hope for a strong mortgage market for veterans and others in the 
most neglected areas of the ec onomy. I urge you to consider also the 
30 percent of VHMCP applicants whose applications do not come 
through the VA direct loan program: if this bill is passed, the great 
start the VHMCP has made in making GI and FHA financing avail- 
able to members of minority groups would come to nought, and again 
leave these veterans and others unable to avail themselves of their 
veterans’ benefits, to which they are just as entitled as veterans in 
small communities. 

The adoption of this bill would be self-defeating. It would again 
leave only the direct-loan program as a source of last resort for loans 
to nonurban veterans. Without a greatly increased Federal budget 
outlay for direct loans, the waiting lists which brought such hardship 
to veterans in small communities would inevitably reappear. Such 
an outlay would be unnecessary if the VHMCP were permitted to 
continue and is unlikely to be authorized in view of the VHMCP’s 
success and the desire of the Congress and the administration to pre- 
vent unnecessary Federal expenditures. 

Through the voluntary home mortgage credit program we in the 
Housing | and Home Finance Agency ‘and those in the mortgage and 
housing industry are seeking to meet the same goal as is your com- 
mittee for nonurban veterans—I want to underscore that if I may, 
Mr. Chairman—and for veterans anywhere who have been discrimi- 
nated against on racial grounds. 

We strongly believe ‘that the success of the VHMCP justifies its 
continuation. We do not believe that such action as is proposed in 
H. R. 9136 and H. R. 9288 would be either good for the economy or 
good for the veterans. 

I am authorized to advise that the Bureau of the Budget con- 
curs in my conclusion that the present statutory authority of the 
voluntary home mortgage credit program has proven effective in 
providing private mortgage financing to veterans in remote areas and 
believes that any problems of coordination with the direct loan pro- 
gram of the Veterans’ Administrator can be overcome by further 
administrative modifications. For these reasons, the Bureau of the 
Budget strongly recommends against enactment of H. R. 9288 and 
identical bills. 
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Mr. Epmonpson. Our distinguished former chairman, 
is present. Any questions 

Mrs. Rogers. No questions, thank you. I am delighted to hear the 
Administrator’s voice in the committee room. It is some time since 
we have heard it in the Congress. We have missed him. I wish he 
thought a little more highly of our plan. 

Mr. Cote. Mrs. Rogers, 1 want to say to you that I am very serious 
about my desire and the agency’s desire to do what can be done 
to help these veterans get mortgages. It may be just a question of 
administrative procedure. It may be a question of fundamental issue. 
I do not know. But we have the same objective that you have. 

Mrs. Rogers. I am sure you have. 
Mr. Suurorp. Mr. Cole, on page 16 you made the statement that: 


Mrs. Rogers, 


I am authorized to advise that the Bureau of the Budget concurs in my 
conclusion that the present statutory authority of the voluntary home mortgage 
credit program has proved effective in providing private mortgage financing to 
veterans in remote areas and believes that any problems of coordination with the 
direct loan program of the Veterans’ Administrator can be overcome by further 
administrative modifications. 

It appears that you feel there is some trouble. 

Mr. Corr. I do. 

Mr. Crarmman. Now, what are the administrative modifications 
that you recommend to correct this trouble ¢ 

Mr. Coir. Well, one of the most important things—and I am not 
operating the program directly, you understand—one of the impor- 

tant things which seems to me * cause the unhappiness and the dis- 
satisfaction is the time limit. I don’t think there is any question 
about it. 

Mr. Suvurorp. Which time limit do you refer to ¢ 

Mr. Coie. The 45 days which the VHMCP is given to process the 
application. 

Now, Congressman, to limit that is important. I think it is im 
portant that we limit. 

Mr. Suvurorp. Then you do recognize that this is an excessive time, 
and if actually working they could make loans in less time than that. 

Mr. Corr. To put it this way, the dissatisfaction with the program 
in certain areas, in certain specific cases, is such that we ought to 
do what we can to limit. May I say to you th: = as an administrator, 
or from what I know about lending processes, I do not think the 45 
days is excessive. 

Mr. Snvrorp. But if you were the veteran, you would think it 
Was excessive. 

Mr. Corr. If I were trying to buy a house, and it took 45 days, and 
I was sitting there waiting to try to get in, of course I would be con- 

cerned about it. But also, Congressman, I know the processes of these 
Government and private industry cases. In other words, I think 
that the time limit should be corrected. 

Mr. Weaver. Albert, in that connection, we had several instances 
down at Staunton, Va., in our hearings there where a considerable 
time in excess of 45 days was taken. Could you give any explanation 
of that, other than that the program was in process of be ng set up? 

Mr. Core. I would suggest that Mr. Viner answer that, because I 
don’t know of excessive cases over the 45 days. If so, it is outside of 
the authority which the VHMCP has. It shouldn't be over 45 days. 
Mr. Weaver. We discussed that, Mr. Viner. 
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Mr. Viner. Yes, Mr. Weaver. I think I made the point there that 
we do stick to our 45-day time limit. But there are cases where we 
place a loan, and then for some reason the loan becomes unplaced later, 
for instance, title insurance. The property may prove not to be insur- 
able by a title company, which is required by private lenders. In a 

case of that sort, then the case would come back to us, and it would 
go more than 45 ‘days, but it would go right in with the CRV all set, 
tothe VA. But as far as our own processing is concerned, which of 
course does not lead up to the closing of the loan, it merely is 45 days 
for finding someone willing to make the loan commitment, subject to 
the credit report and title investment, and so on. We stick to the 45 
days there. I think there are a few cases where maybe as to the mail 
time, if we had given up our efforts on the very last day, maybe 2 or 
3 days were consumed by time in transit in the mail. But we have not 
gone over the 45-day limit unless some of our field officers have done 
it. I do not think any of the cases brought up at Staunton are cases 
of that sort. The delays are divided into two parts. There have been 
delays in closing loans, and there have been a few delays that were 
unavoidable in the 45- day period. 

Mr. Epmonpson. Mr. Viner, on that point, we asked the VA of- 
fices at Oklahoma City and Muskogee to supply us some facts and 
figures on time intervals. Let me read to you some of the instances. 

A loan application received at Muskogee, July 27, 1955; referred to 
VHMCP July 28, 1955; loan commitment, December 9, 1955, And 
the notation here is that it is still pending as of February 21, 1956, 
before closing. 

Mr. Viner. I would like to see that case, sir. 

Mr. Epmonpson. I am going to give you this list. 

Mr. Viner. I hope you will, Mr. Chairman. 

Mr. Epmonpson. I want to give you the opportunity to look into it 

Loan application July 26, ‘1955: referred to VHMCP August 5, 
1955. Loan committed, October 7, 1955, , Which is somewhat in excess 
of 45 days. 

Application to VA July 20, 1955; referred to VHMCP July 22, 
1955; loan committed October 14, 1955; still pending on February 21, 
1956. 

Application to VA May 23, 1955; referred to VHMCP May 24; loan 
committed July 18; which is getting closer to your 45 day per iod. 

Application to V A May 23, referred to VHMCP M: Ly 26; loan com- 
mitted August 3. Received by VA May 16, referred to VHMCP 
May 26; loan committed August 31. 

received by VA May 11; referred to VHMCP May 13; loan com- 
mitted July 22. Received by VA April 28; referred to VHMCP 
April 29; loan committed June 23; still pending February 21, 1956. 

There are several others along the same line. But I hope I have 
made my point. And I am going to supply this list to you. 

Mr. Viner. I would like to make one comment. I will certainly 
check these cases and report to the committee. I would like to find 
out myself what the situation is. 

Mr. Epmonpsen. This may be one of these field offices that is not 
helnine vonr ntional average on time. 

Mr. Viner. There is one feature that I did notice. On all these cases 
they came under the old procedure prior to this new and faster proce- 
dure we have now that went in on October 1. Now, it is perfectly 
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possible in some of those cases that the delays were excessive. I don’t 
know. I would like to check back. But I do notice that none of these 
come up as far as October 1 on the receipt by us of the application. 

Now, we hope we have corrected situations of this sort, and we tried 
then, as we are trying to do now, to make the process more efficient. 
We were pretty new “when these cases took place. And I will cer- 

tainly look into them and report to the committee. 

I did want to make that one point, though, that these were all under 
the old procedure, where we received the photostated copies of the 
direct loan application itself. 

Mr. Epmonpson. Has there been a great acceleration in the 
VHMCP since February 1? 

Mr. Viner. Of this year? 

Mr. Epmonpson. Yes, sir. 

Mr. Viner. It isa little hard todetermine. The volume of applica- 
tions did take a slight slump in the winter. It has risen in the last two 
reporting periods, I believe. 

Mr. Epmonpson. This figure of lending at the rate of $200 million 
a year, which Mr. Cole supplied to the committee, is a very surprising 
figure to the committee, in view of the statistics you gave at Staunton, 
which did not indicate any such rate at that time. Of course, that has 
been some weeks ago. 

Mr. Viner. Mr. Chairman, even then we were placing loans na- 
tionally at an annual rate of about $200 million. 

Mr. Epmonpson. Well, how long does that period extend, on which 
you base your $200 million a year rate now ? 

Mr. Viner. From the ist of November right through the present. 

Mr. Epmonpson. Let me ask you this, then. During the month of 
November, were you placing at a rate of $200 million a year ? 

Mr. Viner. Just about, yes, sir. 

Mr. Epwonpson. And’ during the month of December? 

Mr. Viner. And January and February, so far. 

Mr. Epmonpson. Well, when was this winter slump you spoke 
about ? 

Mr. Viner. The slump was in applications received. The loans are 
still coming in at a rate, a monthly rate, of about $200 million a year 
right now. 

‘Mr. Epmonpson. The loans are coming in? 

Mr. Viner. And the degree of the slump is slight. We have had a 
slight drop in applications. But with the processing time allowed 
for here, there is a much smaller lag or drop in the number of loans. 
We were actually over $200 million for a while and under it for a 
while. We are about at $200 million now. It seems to be continuing 
that way. Now, we don’t know what the spring will bring when the 
snow is off the ground i in a large part of the c ountr y- 

Mr. Epmonpson. If 70 percent of those people getting the loans at 
the $200 million rate are direct-loan people coming to. you through 
the direct-loan channels, that would mean that your yearly rate for the 
direct-loan people would be somewhere between $140 million and $150 
million; would it not? 

Mr. Viner. Yes, I think that is about right. I would like to point 
out, Mr. Chairman, that we are not placing loans at quite as high 
a rate for the direct-loan applicants as we are in the program as a 
whole. We are placing a number of loans submitted outside the 
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direct-loan program from often new houses submitted by builders, 
submitted through banks that cannot make the loans themselves, which 
are generally of a higher quality. 

Mr. Epmonpson. The point I am getting at is this. For the people 
coming through the direct-loan program, your rate of $140 million 
to $150 million a year is no higher than the rate at which we appro- 
priate the money for the direct-loan program, of $150 million a year. 
In other words, when you point to an improvement in the picture, 
actually your rate of lending to the people coming through the direct- 
loan program is a little below the $150 million a year rate at which 
Congress authorized the direct loans to be made. Is that right or 
wrong / 

Mr. Viner. The figure is probably approximately right, sir. 

Mr. Suvrorp. I wonder if I could carry my questions a little 
further with Mr. Cole. He recognizes that there is some difficulty 
here. And one of the administrative modifications was on the ques- 
tion of 45 days. Now, what other modifications do you or your de- 
partment think would help this direct-loan program ¢ 

Mr. Core. Before I answer that, Mr. Shuford, let me put it this 
way. Any program which is started, of this kind, has many of its 
facets out of context. I mean, you find administrative difficulties 
in setting up a program of this kind. 

It is our desire and will to take any administrative steps necessary 
to see to it that the responsibility of the VA and its direct-loan pro- 
gram as directed by Congress is carried out, that we don’t interfere. 
that they carry out their responsibilities. As I said to Congressman 
Teague, this is what we think should be done. 

We also, then, want to set our administrative procedures to effec- 
tuate that policy. 

Now, frankly, I immediately do not have any additional ideas, I 
think Mr. Viner may have a suggestion. 

Mr. Viner. One thing, Mr. Shuford, that we are considering, 
is sending to the VA, when we have a case rejected for underwriting 
reasons, that is. where the lending institutions have rejected the ap- 
plicant, saying that his income or credit standing is not satisfactory 
by the lending institution’s standards, or that the property is sub- 
standard in his view—we are proposing to the VA that we send 
along a copy of our application form, which the VA of course has 
not yet seen. Those forms are sent to us. That will give the VA an 
opportunity to screen, we hope—we are still in the discussion stage— 
we think that will give the VA an opportunity to screen the property. 
We collect photographs, and have a very complete and detailed ap- 
plication form, which gives property data, income data, and credit 
data on the applicant. If the VA has that, they may be able to make 
their determination. These of course are on those we cannot place. 

Mr. Suvrorp. Those are for underwriting reasons. What are you 
doing about your discount reasons, where they are returned because 
the seller or the builder will not agree to pay the 2 percent or the 
higher discount? What are you doing about that ? 

Mr. Viner. Mr. Shuford, that is a very small percentage. 

Mr. Suvrorp. Six percent, according to this statement. 

Mr. Viner. 6.8 percent is the refusal to pay any discount asked of 
the seller. 
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Mr. Suvurorp. Well, let us just assume it that way. Any discount. 
Now, then, what are you doing about that? 

Mr. Viner. The best we can do is to obtain an offer of a loan to 
an applicant where his seller would obtain a discount of more than 
2 percent. That applicant automatically becomes eligible for a di- 
rect loan, and we send the application promptly back to the VA. 

Mr. Suurorp. That goes promptly back with the instruction that 
it is eligible for direct loan ? 

Mr. Viner. That is right. 

Mr. Suvrorp. Then the failure to make the direct loan is a fault of 
the VA, if it is a fault. 

Mr. Viner. If it is, sir, yes. 

The Cuatrman. Albert, as to the law creating VHMCP, what do 
you interpret that to mean to the Administrator of Veterans’ Affairs / 
What does it tell him to do? 

Mr. Cote. It tells him, in my judgment, to cooperate with the 
VHMCP, to assist private lenders to make money available to vet 
erans who would not otherwise be able to obtain it. 

I heard you ask Congressman Rains a question, I believe, about 
whether or not he thought that it supplanted the direct-loan program. 
This is not my interpretation of it. My interpretation is—I am being 
rather conservative—that we do what we can to minimize the impact 
of direct lending upon the Federal Government, whether it be vet- 
eran, or cooperatives, or whatever it may be. Now, my philosophy is 
to try to relieve the impact of direct lending on the part of the Federal 
Government, not however going as far as to say that the Federal Gov 
ernment has no responsibility in this field. I think the Federal Gov- 
ernment does have a responsibility in this field. That is why I am a 
little bit more liberal than some people think I should be. 

I look at it that the Veterans’ Administration has been given a 
responsibility by this committee and by the Congress in the direct- 
loan program to see to it that veterans in these areas where money is 
not available gets the loan. And if I were a Veterans’ Administrator 
I would do everything I could to accomplis h that. I would cooper: ate 
with private lenders or the VHMCP, or anyone else that would help 
me minimize the impact of direct lending upon the Federal Govern 
ment. 

The Cuatmman. If you were the VA Administrator, and this pro- 
gram possibly would come to a close, would you consider it manda 
tory that you refer every direct-loan application to the VHMCP? 

Mr. Cote. At what time, Congressman ? 

The CHarman. Well, certainly around the country you should be 
able to know where they place loans, and where there is going to be a 
big delay. 

Mr. Core. No; not under this program, if I understand your ques- 
tion. 

The Cuarrman. I think they are referring all direct applications to 
VHMCP. 

Mr. Corr. Did you say all direct loans? I did not understand. 

The Caiman. All direct loan applications. 

Mr. Cote. All direct loans; for 45 days; yes. 

The Cuamman. You would consider it mandator y- 

Mr. Corr. I will add one more thing to that, sir. If this voluntary 
home mortgage credit program does not benefit the veterans, then it 
74647—56——_6 
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ought not to be in the field. I mean that. And if it is working to such 
an extent that it is a disadvs antage to the veteran, it ought not to be 
in the field. 

I was more surprised than anybody else that there was a question 
that it was operating to the disadvantage of the veteran. This is not 
the policy, not my policy, not this Administration’s policy. It should 
not be. 

The Cuairman. But you do consider it mandatory on the Adminis- 
trator to refer re direct loan? 

Mr. Corr. Yes; I do. 

The Cuarrman. Will you deny that for the 6.8 percent of the loans 
where the seller-broker was unwilling to pay the discount, it operated 
to the disadvantage of the veterans? 

Mr. Coie. No; I will put it the other way. Where there is a 2-per- 
cent discount, I don’t think it does at all, Mr. Chairman, operate to the 
disadvantage of the veteran. 

Mr. Epmonpson. What I mean is as to the individual veteran who 
wanted to close the transaction under the direct loan program, had 
it referred it to VHMCP, went through processing, and then had 
a loan offer submitted which his broker or his seller refused to go 
along with because of the discount, surely you would not contend that 
in the case of that veter an, who then has to go back and start in on the 
direct loan procedure, it has not been to his disadvantage; will you? 

Mr. Corr. Well, Mr. Chairman, I cannot, in my responsibilities, 
examine the disadvantage to one veteran, or even a small percentage of 
veterans. And I will tell you why I cannot do it. 

Mr. Epmonpson. I am not so sure that 6.8 percent is a small percent- 
age of veterans. 

Mr. Core. If I may correct you, sir, it is not 6.8 percent, as Mr. Viner 
pointed out. It isa very nominal amount. It is a very nominal per- 
centage. Maybe he can give it to you. 

But let me say this. Surely as to every program that we establish, 
the law should be so established and the administrative procedure 
should be so established that everyone concerned with the program 
will get a proper and fair and square deal, and there will be no dis- 
advantages at all. 

My point is that when you are involved in a field as complex as 
this, with the best program that Congress and the administration, 
or any administration, could devise, there cannot be perfection. I 
am not satisfied with less than perfection; do not misunderstand me, 
but under anything the Congress passes, anything the Administrator 
attempts to pass out, there will not be perfection. 

Mr. Epmonpson. Mr. Cole, let me take you back to page 9 of your 
statement: 


Reasons for termination of VHMCP processing of loans not placed. 
Reason No. 5: 

Seller or broker unwilling to pay discount, 6.8 percent. 

Mr. Core. Yes. 

Mr. Epmonpson. Now, turn over to page 10: 

Appiication withdrawn by applicant, 12.4 percent. 


We questioned Mr. Viner down at Staunton as to just how he got 
this percentage of 6 percent, roughly, which I think he used there, as 
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having rejected or refused to pay the discount. At that point he 
said those were the ones on which we had a record, that they refused to 
pay the discount. How many there were that were withdrawn or 
failed to go through because of the discount feature, actually it is 
impossible. to say. And I think Mr. Viner would have to agree with 
us—at least, he did down there—that a more accurate statement would 
be that our records indicate that 6.8 percent of the negotiations fell 
through because of that particular reason. But there could have 
been any number of reasons where other veterans did not even send 
the papers in, when they learned that they had not been able to get 
the loans in their area because of this discount feature. 

So I do not think, in the first place, you can just gloss over this as 
a situation not of any importance, because only a nominal number of 
veterans are involved. If your records indicate 6.8 percent of the 
deals fell through because of a refusal to pay this discount, then I 
would say that that could be a very substantial number of veterans 
in the United States who are inconvenienced by reason of the opera- 
tion of this program. 

Mr. Corr. May I have Mr. Viner comment on that ? 

Mr. Weaver. In the same connection, before you comment, at the 
top of page 10 you have “15.6 percent no response to lenders’ inquiry.” 
Could not probably some of those fit into the other category ? 

Mr. Viner. Could I answer the whole question? I think I can 
explain this. 

I think that in Staunton you will remember I did not use the figure 
of 6.8 percent, because we didn’t have it yet. The IBM figures were 
not ready. On our reporting system, we do not list the amount of 
the discount. The 6.8 percent includes cases of veterans being asked 
to pay discount of more than 2 percent, as well as those few who have 
paid dise ounts of less than 2 

Now, in the case before the Staunton hearing, when we went down, 
we checked out by going through the whole files of refusals, those 
turned down, for the State of Virginia, and we found of the total 
number of cases processed, which I do not have with me now but which 
is in the record, only 10 individual applicants had failed to obtain 
loans for the reason that the seller was unable to pay a discount of 2 
percent or less. 

Mr. Epmonpson. Let us stop right there. Your records indicated 
that was the reason in 10 cases. Is that not right? 

Mr. Viner. And I would like to go on to comment 

Mr. Epmonpson. But did your records indicate in all the other 
cases where they failed to be completed that that was not a factor in 
their failing to complete ? 

Mr. Viner. No; they did not. And I would like to comment on 
those figures of no response to lenders’ inquiry, which Mr. Weaver 
brought up, of 15.6 percent, and the figure of 12.4 percent, where the 
application was withdrawn by the applic ant. Now, I will certainly 
not say that some of those cases of withdrawal were cases where after 
he had received the notification from his seller or agent he was un- 
willing to pay the discount, that could have caused the situation. 

Mr. Epmonpson. I appreciate your fairness on that. 

Mr. Viner. Well, there are other reasons, too. One thing we have 
had a great deal of trouble with is that veterans have not actually had 
a sales contract, which we have never required. The VA does require 
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it for direct loan applicants, but we did not. We are putting that in 
now. Many veterans were shopping to see what kind of a loan they 
could get. So there are any number of other reasons. And some- 
times it was a shock to them to find out what they would have to pay 
even on a more liberal loan. 

Mr. Epmonpson. Our chairman has pulled his seniority on me and 
wanted to ask another question. 

The Cuarrman. I want to finish my question. 

I agree with you that this has been and can be a great deal of good 
to the veteran. But as I understand the situation, there are areas in 
this country where they have never placed a loan; yet the VA Admin- 
istrator is required to continually refer and refer and refer, when he 
knows they are not going to place a loan. So if it were not manda- 
tory—and so far we have tried to get that former committee you 
belonged to to tell us what they meant. But we do not think they 
meant it was mandatory. So far they won’t say “Yes,” and won’t say 
“No.” But if you take away that mandatory thing, where the Admin- 
istrator had some leeway—I know the Veterans’ Administration con- 
siders themselves kind of in the middle in thisthing. They are riding 
two horses. 

Mr. Cote. I am well aware of it. And I think it is wrong to hold 
them to that thing. 

The Cuarrman. Now, Albert, are you aware of any instructions, 
intimations, from either yourself or your organization, or the 
Bureau of the Budget, that have gone to the VA, to slow up direct 
loans ¢ 

Mr. Coir. No, sir. 

The CHairman. At no time? 

Mr. Cortex. No, sir. 

The Cuarrman. Well, last vear the VA had about $6 million that 
they could have used, they didn’t use, and we were told that this 1945 
delay contributed considerably to that. This year they say they may 
have as much as $75 million that is available for their use, but that the 

1945 delay may contribute considerably to the amount of money that 
they cannot use. That is the reason I am interested in this mandatory 
thing. I donot think it should be mandatory. 

Mr. Corr. I think the VA Administrator would be more competent 
to answer that than I. I don’t know. 

The Cuatrrman. They have already testified to it. 

Mr. Corr. Let me put it conversely. This is Al Cole’s judgment 
of what the Bureau might think about money available in any pro- 
gram of this kind. I know how they impressed me. 

Mr. Epmonpson. Of what who might think? 

Mr. Coie. About what the Bureau of the Budget might think as to 
money available for direct loans. 

I have found in my responsibilities as Administrator that the 
Bureau insists that I carry out the responsibilities that Congress has 
placed upon me. They do not, however, ask me to use money unneces- 

sarily. In other words, they put it the other way: “Do not use money 
unnecessarily solely because a certain appropriation has been gr: anted 
you.” And I assume they are talking to the VA in the same way as 
they talk to me. If I have so much money, I use it, and should use 
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it, properly, efficiently, to carry out the program assigned to me. And 
there is no objection. But there would be objection if I shoveled the 
money out the window. And I am not talking about the VA now. 
Lam just talking about my responsibilities. 

The Cuarrman. If you were administering the VA program and 
had a year to go and had $75 million to use and were prohibited from 
using it for certain administrative reasons, I think you would be 
trying to do something about it. 

Mr. Core. If you are prohibited illegally— 

The Cuairman. Well, it is a matter of interpretation. 

Mr. Epmonpson. On that point, Mr. Chairman, on February 1 the 
figures were that there was something between $130 million and $140 
million of this $150 million for this year not allocated for direct loans. 

So obviously the conclusion has been reached by the VA or by the 
Bureau of the Budget or somebody that this money is not necessary 
in the rural areas and the small communities of the countr y. Now, is 
that the conclusion ? 

Mr. Core. I would assume, knowing the people involved, that they 
are carrying out their responsibilities, Mr. Chairman. And if this 
committee or anybody else shows them that they are not, certainly 
they would follow through with their administrative requirement. 

The Cuamman. If the VA has a bunch of loan applications, and 
they have got $70 million, and they cannot make them, do you not 
think there is something wrong with the thing someplace ? 

Mr. Core. Not nec essarily, no; I would want to know the facts, 
Mr. Teague. If the facts are that there are veterans who cannot get 
loans, and they are eligible for the direct loans, they should use the 
money, in my judgment. 

The Cuarrman. That is exactly the way we feel. We feel that the 
VHMCP, by this mandatory referral, is hindering the program. 

Mr. Cote. All right. That is another question. 

The CuatrmMan. Let me change that and say I feel that way. I do 
not know how the other members of the committee feel. 

Mr. Core. If it is preventing him from obtaining a ee loan to 
which he is entitled, I don’t think it is working properly, s 

The Carman. You said this bill would kill VHMCP. 

Mr. Cots. I think so. I think so, and I think there is a method by 
which we could arrive administratively, if there is some legislation 
that is necessary, at working with you to see what can be done. Be- 

cause certainly it was never my intention in approving it, and I ap- 
proved this legislation personally and officially—certainly there was 
never the slightest intention on my part to deprive the veteran of his 
rights. My whole history in Congress will indicate that my record 
shows that I have fought for the rights of the veteran. I put that 
record up in that atmosphere. 

Mr. Epmonpson. Al, the history of this whole movement—and you 
are familiar with it more than I am, by reason of your experience in 
the House—is that the direct-loan program came into being in the first 
place because in these remote areas, these small towns, and these 
country communities, for years and years and years there had been no 
private money going in there. 

Mr. Corr. That is true, very true. 
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Mr. Epmonpson. Now, everybody on this committee I am sure is 
delighted to see private money now expressing an interest and going 
in there. We are pleased to see it. We hope that it will represent a 
trend that will continue on into the future. Most of us have areas of 
that type in our districts, and we are very much interested in seeing 
that they get private loans. The concern that we have primarily, in 
looking into this is: Are these private funds moving into these areas 
to kill the direct-loan program, or are they really going in there with 
a genuine desire to be there on into the future for the use of these 
rural communities and country towns and the people in those areas? 
What assurance do we have today in the national picture, other than 
the noes loan program, to keep them in these rural areas? 

Now, I do not see that the market in these country areas, in these 
small towns, has become any more attractive than it was back in the 
1930's and the 1940’s to these people. 

Mr. Core. Well, if you are saying to me that the direct-loan pro- 
gram stimulated the lenders to go into this field, I think I would have 
to agree with you. 

Mr. Epmonpson. You would agree? I do not think anybody 
would disagree at all. And that may be a very desirable end effect 
of the direct-loan program. 

The CHairman. Albert, you made a remark that interested me, 
that there might be some things we could work out on this thing. 
Would you ask your staff to take a new look at this? 

Mr. Cote. Surely. 

The CHatrman. It is just absolutely senseless for the VA to con- 
tinually refer cases to the VHMCP in areas where they never make a 
loan. ‘They should go ahead and make their direct Joans and clean 
that area up. It hurts the whole program to have that continue. 

Mr. Corr. I would say in those cases we must look at it. We must 
look at it. 

Mr. Suvurorp. That was in line with my questioning: If you think 
it can be handled administratively, then we would like to know what 

can be done along that line to carry out these direct loans, and the real 
thought of Congress as it appears to us. 

The CuarrmMan. At this point, without objection, I will insert a 
number of letters pertinent to this hearing. 

THE AMERICAN BANKERS ASSOCIATION, 
Washington, D. C., March 14, 1956. 
Hon. OLIN E. TEAGUE, 


Chairman, House Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 

DeAR Mr. TeEacvue: I am transmitting herewith a statement of the American 
Bankers Association on the voluntary home mortgage credit program. It will 
be appreciated if this statement may be included in the record of the hearings 
before the Subcommittee on Housing of your committee on H. R. 9136, H. R. 
9288, and related bills. 

Yours sincerely, 
J. OLNEY Brort. 


STATEMENT OF THE AMERICAN BANKERS ASSOCIATION ON THE VOLUNTARY HoME 
MorTGAGE CREDIT PROGRAM 


The American Bankers Association wishes to present this statement of its 
views regarding the voluntary home mortgage credit program in connection with 
H. R. 9136, H. R. 9288, and related bills now under consideration by your 
committee. 
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The ABA strongly supports the objectives of the VHMCP. We regard this pro- 
gram as a very important means for assuring the availability of mortgage credit to 
eligible borrowers in small communities and remote areas, and to minority 
groups generally, through the cooperative efforts of private enterprise groups 
associated with all phases of housing and mortgage credit. Its major purpose of 
curtailing the need for direct Government lending is one which has long had our 
complete endorsement. 

The VHMCP has been eminently successful in achieving these objectives. It 
has greatly reduced the need for direct loans to veterans by the Veterans’ Ad- 
ministration. It has reduced the need for support of secondary mortgage markets 
for this type of loan through the facilities of the Federal National Mortgage As- 
sociation. In spite of adverse mortgage-market conditions in recent months: the 
VHMCP has met its responsibility in the face of difficult conditions, and we 
feel certain that it will continue to do so if economic conditions permit, and the 
proposed legislation does not cause VHMCP to be placed in competition with 
direct lending and market support prices for mortgages by Government agencies 
that do not conform with existing money-market conditions. 

The discount prices for mortgages guaranteed by the Veterans’ Administration, 
which are found in the mortgage markets on a national scale at the present time, 
result from the play of the forces of a free market, which is a basic concept of our 
national economy, on the fixed interest rate which prevails on these guaranteed 
mortgages. Long-term United States Government bonds are also selling at dis 
count prices in the open market for exactly the same reason under today’s 
economic conditions. 

The VUMCP has overcome many difficulties in setting up a nationwide private 
enterprise operation to achieve the objectives of the program, but it has now 
been accomplished and is working well. It has been especially difficult to inte- 
grate the activities of the program in the field of banking, for there are over 
14,000 commercial banks throughout the country, and it has been necessary to 
advise them of the details of the program, and to assist them in perfecting means 
for accomplishing the desired objectives. The program is purely a voluntary 
one. It is often an expensive plan for the participating bank. There is no 
profit motive involved, other than a desire by private enterprise lenders to assist 
in a nationwide effort to achieve a better distribution of mortgage credit and 
the satisfaction of contributing to a better management of our national economy. 

Smaller commercial banks are generally not long-term investors in mortgages. 
Their part under the VHMCP is largely to finance short-term mortgage arrange 
ments, which terminate in permanent loans to those institutions which supply 
long-term credit. Their facilities are widely used in helping to direct this flow 
of credit from areas of supply to areas of need. 

Many larger commercial banks, located in areas that are not eligible under 
the program, are offering their mortgage facilities to correspondent banks, and 
in directing their branch offices which are located in eligible areas, to assist the 
VHMCP and its objectives in every possible way. In addition, many thousands 
of mortgage loans have been made by these banks to VHMCP eligible borrowers, 
which are made outside the program but which have been definitely stimulated 
by VHMCP participation. For technical administrative reasons these loans do 
not appear in the VHMCP statistics, for they are processed independently and 
not through the regional VHMCP offices. 

Participation by banks in the VHMCP objectives is only at a beginning stage. 
The momentum already started will be greatly expanded during the coming year 
if conditions permit. 

The bills before your committee would completely circumvent the voluntary 
home mortgage credit program through a renewed Government policy of direct 
lending and mortgage market support. If this legislation were to be enacted, 
it would defeat the efforts which are being made by private financial institutions 
in support of a strong free enterprise economy. The American Bankers Associa- 
tion, therefore, is opposed to the enactment of the bills before your committee. 





NATIONAL ASSOCIATION OF MUTUAL SAviINGsS BANKS, 
New York, N. Y., March 14, 1956. 
Hon. O11n E. TEAGUE, 
House of Representatives, 
Washington, D. C. 


My Dear Mr. TEAGUE: Enclosed is a copy of a statement filed on behalf of the 
National Association of Mutual Savings Banks with regard to certain bills in- 
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tended to amend the operations of the veterans’ home-loan program. These bills 
were the subject of hearings held before the Subcommittee on Housing of the 
Veterans’ Affairs Committee on March 13 and 14. 

Your consideration of the views of this association would be greatly appreci- 
ated. 

Yours very truly, 
Harry E. Proctor, 
Assistant General Counsel. 


STATEMENT SUBMITTED BY Harry HELD, CHAIRMAN OF THE COMMITTEE ON Mort- 
GAGE INVESTMENTS OF THE NATIONAL ASSOCIATION OF MUTUAL SAVINGS BaNks, 
WitH REesPEcT To BILLS AFFECTING THE VETERANS’ HOME LOAN PROGRAM 


As a member of the National Committee of the Voluntary Home Mortgage 
Credit Program, and as a representative of the National Association of Mutual 
Savings Banks, which in turn represents mutual savings banks participating in 
the VHMC Program, I would appreciate consideration of the following statement 
in connection with your hearings beginning March 13, 1956. 

The Voluntary Home Mortgage Credit Program was adopted by Congress for 
the purpose of enlisting the aid of private institutional mortgage investors in 
providing funds for FHA and VA loans in remote areas and in those areas where 
local banking facilities were unable to make such loans. In substance, the goal 
was to reduce the necessity of direct Government funds being utilized for this 
purpose under the VA direct lending program and through the Federal National 
Mortgage Association. Institutional lenders, mortgage bankers, the real-estate 
fraternity and the lumber dealers all gave their wholehearted support to the 
program, even though from every conceivable standpoint the making of such 
loans under the program was far less desirable or profitable than making similar 
investments in normal lending areas. Furthermore, the institution and setting 
up of the program required considerable time, effort and expense on the part of 
all the participants and their various trade associations on a program which 
could never possibly show a compensating return. Basically, they were moti- 
vated by a sincere desire to make available to even the remote corners of the 
United States funds for sound mortgage investment in such areas. 

We who have participated in the program since its inception feel that it has 
been successful during the first year of operation to an extent beyond our 
original hopes. 

The success of the program is only partially reflected in the number and 
amount of loans made, which are impressive. One phase of the program which 
cannot be measured statistically has been the missionary work which has been 
done by the national and regional committees—and the participating institu- 
tions and their associations—in securing substantially greater local participa- 
tion in the VA and FHA programs. Many cases have come to our attention of 
local mortgage bankers and institutions who now make loans, without VHMCP 
referral, in areas in which previously they conducted no lending activity. Such 
widening of mortgage lending activity on a purely local basis cannot be dis- 
counted as a part of the program, nor shoufd the program be denied the credit 
of bringing about this situation in these areas. 

An important factor of consideration in this problem is that VHMCP has 
operated in those areas in which it was recognized that VA mortgage financing 
was not available on a local basis at 4% percent interest. In expanding its 
lending to these territories, the VHMCP participating secondary market 
lenders set their purchasing program for such investments on the same market 
basis as similar loans in normal lending territories surrounding the area. As 
an example, if loans in normal lending urban center were at a price of 98, the 
loans under the program were considered at the same price. There was no 
loading of the price for cost of origination or of servicing the remote area loans, 
although both are more expensive. 

What may not be realized by your committee is that the out-of-State investor 
purchasing such loan at 98 is not even securing the mortgage contract return 
of 41%4 percent after he pays for the servicing of such loan to a local bank or 
mortgage banker. Actually, a 414 percent loan at this price for 30 years with 
one-half of 1 percent per annum servicing charge deducted, yields to the investor 
only 4.17 percent to maturity. On a 25-year basis the yield would be only 4.19 
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percent. If the investor wanted to secure the full 414-percent contract rate on 
a VA loan, and still pay the one-half of 1 percent necessary to service the loan, 
he would have to buy the loan at 94% on a 30-year basis (yield 4.47 percent) 
or 95 on a 25-year basis (yield 4.50 percent). With reference to the servicing 
charge of one-half of 1 percent, it should be pointed out that VA regulations 
require that the property mortgaged must be inspected periodically by the mort- 
gagee and that the mortgagee in the event of a default by the veteran must be 
in a position to have a personal interview regarding his delinquency. Obviously, 
this can be accomplished only by the use of local servicing facilities, for which 
the usual charge is one-half of 1 percent per annum. The fact that this charge 
cannot be eliminated in all but purely local areas is one which has the immediate 
effect of reducing the contract rate of 4% percent on VA loans to an effective 
rate of return of 4 percent on a par basis. Certainly if 4% percent is considered 
as the rate of return a mortgagee should receive on such loans, and does receive 
on a local basis, it does not seem unreasonable for a mortgagee to secure as 
close a return to 41%4 percent on all VA loans through a discount. Also to be 
considered is that if local funds are unavailable from private sources at 4% 
percent, it would be unreasonable to expect mortgage funds to come into such 
local market at a 4-percent rate (net of the one-half of 1 percent per annum 
service charge which cannot be eliminated). 

In the report of the Subcommittee on Housing on the veterans’ loan guaranty 
program under date of February 16, 1956, it was stated on page 70 that ‘There 
are humerous excuses presented by the lending institutions for these discounts, 
but the discount is simply a method of increasing the interest return over and 
above the rate established by law.” Certainly in the light of the above explana 
tion of discount practices, which are not offered as excuses, we submit that in- 
stead of lending institutions and the VHMCP “increasing the interest return over 
and above the rate established by law” the effective yield to such institutions at 
any discount above 95 is accepting an interest return of less than “the rate estab 
lished by law.” 

There would be only two methods of approach to the discount problem as it 
affects areas where mortgage funds are insufficient or unavailable on a local 
basis. One would be to institute a flexible interest rate on VA and FHA loans. 
The other would be to permit a servicing charge to be added to the monthly pay- 
ment on loans sold to out-of-State investors. Of these two approaches it would 
seem that the flexible interest one would be the more satisfactory. If in those 
areas where the discount price is 98 an interest rate of 4%4 percent were in effect, 
the net yield to an investor, after payment of a servicing charge, would be 414 
percent on a par basis. This would compare favorably with a 4.24 net rate on 
a 12-year basis for a net 4 percent contract at 98. The net effect of such action 
should be to eliminate the discount and place such loans in a position to be 
salable on a par basis. 

H. R. 9259, H. R. 9263, H. R. 92838, H. R. 9288, and H. R. 9365 propose legisla 
tion prohibiting the Administration of the VA from referring requests for direct 
GI loans to VHMCP. prior to the approval or rejection of such loans by the 
Administrator and would prohibit the Administration from rejecting an applica 
tion for a direct GI loan solely on the basis of availability of private sources 
unless it appears to the Administration that an eligible loan was offered by the 
lender at par, or, if offered subject to the payment of a fee or charges by the 
seller, builder or party other than the veteran, such fee or charge would be 
voluntarily paid by such seller, builder, or party. 

The enactment of such legislation would in effect render the VHMCP impotent 
to do the job which Congress requested that it do. Obviously, if the VA direct 
lending program approves a loan, there is no incentive to go any further, and 
certainly no reason why any builder, seller or party would agree to pay any fee 
or charge in any discount area when he knows that by simply refusing to pay 
such charge he is relieved of payment. 

Such legislation would undoubtedly lead to requests for more and more expan 
sion of the VA direct lending authority, which so far has been limited to the 
extent that private enterprise could not take care of the veterans’ requirements 
on a reasonable basis. 

It is hoped that the committee will give its most serious consideration to the 
question of whether it wants to expand the use of Government funds in this area 
of mortgage lending or whether the VHMCP can continue to operate as it has 
been to have private mortgage funds expanded more and more to cover all areas 
of the country. 
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bE. A. KAIiser Co., 
Beverly Hills, Calif., March 14, 1956. 


(*HAIRMAN, 
Veterans’ Administration Affairs Subcommittee, 
House of Representatives, Washington, D. C. 

Dear Sir: This is to advise regarding our experience in the mortgage money 
availability in the Los Angeles area. 

At the present time, the most favorable rate we can obtain to dispose of VA 
insured mortgages is at a 5 percent discount. From a builder’s standpoint, it 
it a very serious situation. 

It is trusted that your committee will find ways and means in the very near 
future to make available funds for veterans’ mortgages. It is of great interest 
to note that Congress is taking a step to correct this situation of high discounts, 
and we would appreciate it if you would advise us of any progress that is made. 

Yours very truly, 
Ii. A. KAISER. 


GorDON LOAN & INVESTMENT Co., 
Beverly Hills, Calif., March 12, 1956. 
Re H. R. 9136 
Mr. OLIN BE. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. TEAGUE: I wish to thank you for the opportunity to make a state- 
ment re the direct loan program of the Veterans’ Administration and their 
participation in the VA mortgage market. 

I would like to recommend to the committee that 20 percent of the funds in 
the VA life-insurance funds be used for the purchase of VA mortgages. I 
believe that there would be two enormous benefits. (1) At the present time all 
of the funds of the life-insurance funds are invested in 3-percent Government 
bonds, if 20 percent or approximately $1 billion are invested at 4% percent the 
benefit to the fund will be a net of 4 percent after allowing one-half of 1 percent 
for servicing. On $1 billion this would be a gain to the fund of $10 million in 
1 year, and of course, would result in a higher dividend to the holders of VA 
insurance. (2) It is no secret that for the past year builders have been forced 
to discount their GI loans from 5 to 10 percent of par in various parts of the 
country. This disgraceful condition has been caused by a lack of mortgage 
money. I believe that if this condition is permitted to prevail it will lead to 
many involuntary abuses of the veterans’ rights to obtain good housing at an 
equitable price. 

I do not believe that the interest rate should be reduced from 4% to 4 percent 
as directed in the bill. 

In order for this program to operate efficiently, an Administrator should be 
appointed to direct the placement of these funds and to appoint servicing agents 
at the prevailing fee in the mortgage market of one-half of 1 percent to service 
these mortgages for the fund. 

I wish to thank you again for this opportunity to make a statement to your 
committee, and shall be happy to be of any service in the future. 

Very truly yours, 
Mitton Gorpon. 

Mr. Epmonpson. To the witnesses who were here this morning to 
testify, I want to express our appreciation. To those ef you who 
are unable to remain for tomorrow’s hearings, we will be pleased to 
receive your written statements if you can provide them to us, but 
we would like those who could remain over to be with us tomorrow 
morning. 

At this time the subcommittee stands adjourned until 10 tomorrow 
morning. 

(Whereupon, at 12:18 p. m., the committee adjourned, to recon- 
vene at 10 a.m., Wednesday, March 14, 1956.) 
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USE OF NATIONAL SERVICE LIFE INSURANCE TRUST 
TO CREATE SECONDARY MARKET FOR HOUSING 
LOANS—DEFINING CERTAIN TERMS IN RELATION TO 
GI HOME LOANS—BARRING REFERRAL OF DIRECT 


LOANS TO VOLUNTARY HOME MORTGAGE CREDIT 
PROGRAM OR OTHER GOVERNMENT AGENCY 


WEDNESDAY, MARCH 14, 1956 


Houser or RepresENTATIVES, 
SUBCOMMITTEE ON HovusiINnG oF THE 
CoMMITTEE ON VETERANS’ AFFAIRS, 
Washington, D. C. 
The subcommittee met at 10 a. m., pursuant to call, in the commit- 
tee room of the House Committee on Veterans’ Affairs, Hon. Ed Ed- 
mondson (chairman of the subcommittee) presiding. 
Mr. EpMonpson. The Subcommittee on Housing will come to order. 
This morning we will continue consideration of the 10 bills bear- 
ing on the direct loan program and revisions in the housing program. 
We have a Member of the House here with a proposal for an amend- 
ment, to one of the bills under consideration. We will now hear trom 
Mr. Sisk, of California, at thistime. He isa member of the Committee 
on Veterans’ Affairs, and a man for whom all of us have the highest 
regard. Weare very happy to have you here. 


STATEMENT OF HON. B. F. SISK, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF CALIFORNIA 


Mr. Sisk. Thank you, Mr. Chairman. I appreciate the oppor- 
tunity to make a very short statement at this time. 

My statement, Mr. Chairman, will have reference to H. R. 9264 to 
amend title ITI of the Servicemen’s Readjustment Act. 

I have been quite concerned with certain regulations by the Vet- 
erans’ Administration with reference to the restoring of entitlements 
to men who are still in the armed services. It is my understanding 
that they do have discretionary power to restore entitlements under 
certain circumstances, and that it is normally done in cases of civilians 
where they have been forced to move or to be transferred, but due to 
regulations of the VA at the present time, they do not do it in the case 
of a man who is still in the service, 

It is my understanding that their attitude is that a man in service 
purchasing a home knows that he is always subject to transfer. To 
that extent, we realize that is true; but it seems to me in essence what 
it is doing is denying to the man in service the entitlement which I 
feel he should have under this particular law. 
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I happen to have a particular case in mind of an officer in service 
who felt that due to the type of service that he was in, he would be in 
a more or less permanent assignment and his location would remain 
the same. As a result, he purchased a home. Sometime after the 
purchase of this home, of course, in line with what very often happens 
in the military service, he was forced to transfer. He actually paid 
off in cash, reimbursed the VA in cash for that portion of his loan 
which had been insured by the VA, but even with that, they would not 
restore his entitlement. 

Of course, it just happens that he is desirous at the present time of 
purchasing a home in my district. I have been helping him to secure 
his entitlement. 

Mr. Epmonpson. Is this a case where he made any kind of a sub- 
stantial profit on the transaction ? 

Mr. Sisk. It is my understanding that there was no profit made on 
the transaction. I believe he purchased the home in Cleveland, Ohio, 
as I recall, because he was stationed in Cleveland or in that vicinity 
apparently on a permanent basis. In this case, he is a lieutenant 
colonel in the service. Some time after having purchased his home 
and having moved his family in the home and having lived in the 
home for some time, he was transferred to Canada. 

Mr. Weaver. About how long was he there ? 

Mr. Sisk. About a year and a half or 2 years. I believe it was 
2 years. I do have the full information, but I did not bring it down 
with me. However, as I recall, he lived there approxim: tely 2 years 
after purchasing his home. Then he was transferred due to the type 
of service. He hi appened to be in Intelligence, attached to the consul’s 
office in Canada. It happens that his family has been moved back to 
Fresno, Calif., where he expects to make his home, and he desires to 
purchase a home there in Fresno. 

For his home in Cleveland, he did pay it off in cash. He is desirous 
of regaining his entitlement, which will be necessary for him to 
purchase a home in Fresno. 

The particular amendment I propose is not just to cover this case, 
but I propose an amendment to H. R. 9264, on page 2 of the bill, line 2, 
as follows: strike out “Title LI.” and insert: 

, and such section 500 (a) is further amended by adding at the end thereof the 


following: “In computing the aggregate amount of guaranteed insurance entitle- 
ment available to a veteran under this title, the Administrator should exclude the 


amount for any loan guaranteed or insured under section 501 which has been — 


repaid in full and with respect to which the real property which served as security 
for the loan has been disposed of because a veteran in the active service was 
transferred by the military department with which he was serving.” 

That would simply make the same rule that is now applicable to the 
civilian who moves or is transferred to the man who is in service. I 
feel that it is just simple justice in view of the fact that we are today 
attempting to make the service as favorable as possible, and we are 
trying to keep these people in the service. Certainly I feel that it is 
warranted. 

I believe, Mr. Chairman, that that concludes my statement on it. 
As I say, I simply have a strong feeling that in line with the present 
policy of the Congress to try to keep our men in service and keep 
them happy and keep them satisfied, and so on, that it is just good 
commonsense legislation. 
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Mr. Epmonpson. Mr. Shuford, do you have any questions ? 

Mr. Suvurorp. No, sir. 

Mr. Epmonpson. Mr. Ayres. 

Mr. Ayres. Was this man in service when he bought the House? 

Mr. Sisk. Yes; he was in the service when he bought the house. 

Mr. Suvurorp. The law provides that a serviceman actually in service 
has an entitlement for the purchase of a home; does it not 

Mr. Sisk. That is my understanding. 

Mr. Ayres. I think perhaps Mr. Jenkins can answer that. 

Mr. Jenxins. If he has a discharge from prior service and then if 
he goes back into the service, he can. 

Mr. Sisk. I probably should have clarified this. I believe this 
gentleman originally served in World War II and then was out of 
the service, and then he reentered the service at some later date and is 
now in service. I do not know how long he expects to remain in 
service. 

Mr. Epmonpson. Mr. Weaver, do you have a question ? 

Mr. Weaver. No, sir. 

Mr. Epmonpson. The effect of your amendment would be to put the 
man in the service who has had eligibility established during World 
War II or during the Korean war for one of these loans and then has 
reentered the service on a parity with the civilian as to securing re- 
establishment of entitlement when he is compelled to leave the home 
that he has purchased under the GI bill; is that correct? 

Mr. Sisk. That is exactly right. 

Mr. Epmonpson. That would apply to H. R. 9264 and to the com- 
panion bills? 

Mr. Sisk. Yes; that is correct. I will leavy 
ment here with you. 

Mr. Epmonpson. If you will leave it with the staff, it will certainly 
be given consideration when we go into executive session on this bill 

We apprec iate the very constructive suggestion, too. 

Mr. Sisk. Thank you very much, Mr. r ‘hairman, and members of 
the committee. 

Mr. Epmonpson. I understand that some of the gentlemen who were 
here from companies associated with VHMCP in the group with Mr. 
Cole yesterday were desirous of making a brief statement at this time. 

Mr. Artuur W. Viner (executive secretary, VHMCP). Mr. Chair- 
man, Mr. Carpenter had to leave, but Mr. Oliver Walker may be here 
later. 

Mr. Epmonpson. Thank you, Mr. Viner. 


Our next witness is from the Mutual Life Insurance Company of 
New York. 


a copy of this amend- 


STATEMENT OF VINCENT KEANE, ASSISTANT GENERAL COUNSEL, 
THE MUTUAL LIFE INSURANCE COMPANY OF NEW YORK 


Mr. Krane. I am here in support of the proposals contained in 
H. R. 9287 for clarification of the language in the Servicemen’s Re- 
adjustment Act regarding appraisals of property. 

For the past 14 years, I have been assistant general counsel of the 
Mutual Life Insurance Company of New York, in charge of the legal 
phases of its real estate and mortgage loan matters. To date, that 
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company has made or purchased some 41,000 GI dwelling loans. 
Close to 10 percent of the company’s total assets are presently in 
dwelling loans made under the Servicemen’s Act. 

The language in the Servicemen’s Act concerning appraisals was 
part of the major amendments put through in December 1945. It has 
not since been changed. But the appraisal practice has evolved into 
something rather different. 

The 1945 committee hearings and reports contain strong indication 
of a congressional intent that the making of loans to veterans be ex- 
pedited through minimizing the Veterans’ Administration’s partici- 
pation in the process. It would seem that a large measure of reliance 
was being placed upon local appraisal people to do a responsible job. 

The 1945 enactment specified that, upon making a loan, the lender 
should forthwith transmit to the Administrator the detail of the loan 
“together with the appraisal report made by the designated appraiser” 
[ See. 500 (c) ]. 

One of the prerequisites to guaranty was: 

(3) That the price paid or to be paid by the veteran for such property or for 
the cost of construction, repairs, or alterations does not exceed the reasonable 
value thereof as determined by proper appraisal made by an appraiser desig- 
nated by the Administrator [e. g., sec. 501 (a) ]. 

From the time of the 1945 amendment until mid-1948, the lender 
had no difficulty following this statutory pattern. The designated 
appraiser’s report, which was quite detailed, went directly to the 
proposed lender. The Administrator then in office declared it to be 
the lender’s responsibility to review that appraisal report. If the 
lender decided to go through with the loan, the lender forwarded the 
VA the appraisal. 

Beginning in 1948, without a change having occurred in the statute, 
the VA ordered the designated appraisers to file their reports in 
duplicate with the VA itself and to give out no copy. Coincident 
therewith, by office bulletin, the VA asserted its right to raise or 
lower the valuation of the designated appraiser. Such right was 
claimed because of the phrase “proper appraisal” in the portion of 
statute quoted a moment ago. Apparently the VA viewed the test 
of “proper” to be whether the VA office wholly agreed with the 
designated man’s finding of value. Such a test would seem to go 
somewhat beyond a normal reading of the language. 

As soon as the VA made the claim that there was sound practical 
reason for the appraisal changes, we urged merely that the statute 
be brought into conformity with whatever altered practices the VA 
thought justified. That remains our position. Our own experience 
had not indicated abuses, but there is no question that unsound loans 
are an evil. However, we and others similarly situated have too 
much at stake to leave to question whether the statutory conditions 
precedent to the Federal guaranty are being met. 

Pending amendment of the statute, our officials could see no choice 
but to avoid putting money into situations in which either the veteran 
was paying more for the property than the Goriqneied appraiser’s 

valuation or in which it could not be ascertained whether the veteran 
was paying more than the local man’s evaluation. Otherwise, there 
appeared to be room for a reasonable contention that the purported 
guaranty, being of wholly statutory origin, failed to meet a specific 
prerequisite of the authorizing statute. 
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For 2 or 3 years, it was left possible for a lender who so wished, 
to ascertain whether the VA’s valuation of a property involved any 
writeup of the designated appraiser’s figure. Then the VA issued 
a regulation asserting its right to revise appraisals, and gradually 
began barring the lender from seeing any of the appraisal data on 
file in VA offices and started also, ordering designated appraisers, 
under penalty of dismissal from the VA roster, to tell the lender 
nothing beyond the amount of the appraisal fee. 

As the committee is undoubtedly aware, local real estate apprais- 
ers—not VA payroll people—continue to be designated fo examine 
properties and to fill out a searching form of appraisal report. It 
is they who receive the appraisal fees. In addition, some attempt 
has apparently been made in various VA offices to refer to the persons 
in those offices who receive and examine the appraisal reports as 
“designated appraisers.” The history of the legislation appears to 
suggest at least a question whether Congress did not intend appraisal 
for GI loan purposes to be a function of the qualified local real-estate 
man, 

About a year ago, as more of the local appraisers began heeding 
don’t talk orders, the complaints from our correspondents and field 
people about difficulties in obtaining the facts on valuation reached 
the point that our company undertook to inquire of the committees of 
Congress whether the statute might not be made to say that the 
Administrator has the authority he claims he needs or otherwise to 
state Congress’ actual current intent. 

Last June, the bill known as H. R. 7107 was introduced by Chairman 
Teague, to write into the act the theory that the VA itself is the deter- 
miner of appraised value. The provisions of that bill have been car- 
ried forward into H. R. 9287, and constitute items (2), (3), (4), (5), 
and (6) and (9) therein. It is respectfully submitted that such pro- 
visions should be enacted. 

The Metropolitan Life Insurance Co. through its associate general 
counsel has authorized me to say that that company, too, is of the view 
that this clarification of the appraisal requirements would be desirable. 

Mr. SuuForp. I want to see if we can get your position stated in a 
very precise way. 

Is it your position that formerly under the act the appraisals were 
submitted to the lender? 

Mr. Keane. Yes; done by the local man and submitted to the lender. 

Mr. Suurorp. Based upon the report that the lender received, he 
accepted or rejected the loan ? 

Mr. Keane. That is right. 

Mr. Suurorp. Without further legislation, the VA changed its 
rules and regulations so that the lender does not now see the appraisal] 
but he has to ) rely upon the statement made by the VA that the property 
is worth the amount or not worth the amount of the loan; and you want 
the law amended so as to carry Out now the rules and regulations that 
have been adopted by the VA. Is that your position ? 

Mr. Keane. Yes. Our position is that the statute should be in con- 
formity with whatever practice this committee thinks is desirable. 
We have no quarrel with the VA having the final say on the appraisal. 

Mr. Suvrorp. Your company is afraid that unless the act complies 
with the rules and regulations of the VA that then you may be in 
difficulty on some of your guaranties ? 
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Mr. Keane. That is right. 

Mr. Suurorp. In order to protect the Federal Government, you feel 
that the laws should comply with the rules and regulations of the VA? 

Mr. Keane. Yes, sir. 

Mr. Epmonpson. Thank you, sir; we appreciate your testimony. 

Mr. Sweeney and Mr. Stone, would you care to come forward? 


STATEMENTS OF RALPH H. STONE, CHIEF BENEFITS DIRECTOR; 
T. F. DALEY, ACTING ASSISTANT ADMINISTRATOR FOR LEGISLA- 
TION; T. J. SWEENEY, DIRECTOR, LOAN GUARANTY SERVICE; 
PHILIP N. BROWNSTEIN, ASSISTANT DIRECTOR FOR LOAN 
POLICY AND MANAGEMENT ; JOHN M. DERVAN, CHIEF ATTORNEY 
ADVISER, LOAN GUARANTY; 0. CLAY, COUNSEL, DEPARTMENT 
OF INSURANCE; W. A. POISSANT, ACTUARY; AND J. M. BAYLES, 
LEGISLATIVE ATTORNEY, OFFICE OF LEGISLATION 


Mr. Davey. Mr. Chairman, the gentlemen accompanying me are 
Mr. Stone, Chief Benefits Director; Mr. Sweeney, Director of the Loan 
Guaranty Service; Mr. Clay, counsel to the Insurance Department; 
Mr. Poissant, actuary of the Insurance Department, members of the 
loan guaranty staff; Mr. Dervan and Mr. Brownstein and Mr. Bayles, 
legislative attorney, office of legislation. 

Mr. Epmonpson. Mr. Daley, unless I am mistaken, this is your first 
appearance before this committee in your new capacity. We are 
pleased to welcome you, and we wish you success and good luck in your 
new position. 

Mr. Darey. Thank you, Mr. Chairman. We hope to continue our 
cooperation with this committee. 

Mr. Chairman and members of the committee, H. R. 9136 introduced 
in the present Congress on February 7, 1956, by Congressman Rains, 
has for its basic purpose the stabilization of the mortgage market for 
GI guaranteed loans. To this end, section 605 of the National Service 
Life Insurance Act of 1940 would be amended to authorize the Secre- 
tary of the Treasury to invest not more than 20 percent of the insur- 
ance funds in home loans guaranteed by the Veterans’ Administration 
upon a finding (presumably by the Secretary) that private capital is 
available in the geographic area only at an excessive discount. 

The price to be paid for such loans could not exceed the unpaid 
principal balance plus accrued interest and loans so purchased could 
be sold for an amount not less than the unpaid balance plus accrued 
interest. If any loan so acquired by the Secretary becomes in insoluble 
default it could be exchanged for a GI loan from the portfolio of the 
Federal National Mortgage Association which is approximately equal 
in value to the unpaid balance of the defaulted loan, plus accrued in- 
terest, with any necessary adjustment effected by a cash payment. 
The purchase, exchange, servicing, or sale of such VA loans would be 
handled by the Federal National Mortgage Association with reim- 
bursement for the expenses incurred thereunder made from loan 
income, up to three-fourths of 1 percent per annum of the principal 
balance of the loan. 

The Veterans’ Administration submitted a report to your committee 
on March 12, 1956, with respect to the proposed legislation contamed 
in H. R. 9136. In that report, it was pointed out that two programs, 
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namely, the VA direct loan program and the voluntary home mortgage 
credit program established by title VI of the Housing Act of 1954, are 
presently operating to channel additional funds into rural and semi- 
rural areas where mortgage money is scarce. Presumably, therefore, 
the proposal in H. R. 9136 has the broader purpose of channeling 
mortgage funds into urban areas where mortgage ey though avail- 
able, “frequently command rather large discounts. A clarification of 
the intended scope of the proposal seems desirable—particularly as 
to whether the proposed program is intended also to operate in areas 
now eligible for Veterans’ Administration direct loans and VHMCP 
assistance, 

The use of more than $1 billion additional for the purchase of V A- 
guaranteed loans in areas of excessive discounts would make mortgage 
financing on favorable terms easier to obtain with a resultant bene fit 
to veterans in these areas who wish to use their GI loan entitlement. 

(I am aware Mr. Rains suggested yesterday amending his bill to 
reduce the amount to $500 million.) 

Mr. Da.ry. To resume our statement as to H. R. 9136, as introduced : 

On the other hand, the soundness of the method used to attain this 
objective is open to question. The measure would require the Gov- 
ernment to determine the reasonableness of discounts on mortgages 
originating under various terms and conditions and in various geo- 
graphic areas, 

Aside from the administrative difficulties involved in such an under- 
taking, there is a basie question of policy as to whether such govern- 
mental expedients to restrict the free play of economic forces in the 
private secondary market are necessary or desirable. The supply of 
mortgage investment funds seems currently to be improving a it is 
hoped that a corresponding improvement will be manifested in sec- 
ondary market prices. 

Mr. Epmonpson. May I interrupt you at that point for a question ? 

It is my understanding that there has already been a determination 
along this line by the Veterans’ Administration in the regulation on the 
subject of 2 percent discount being what you might call a reasonable 
discount in the findings now made by the Veterans’ Administration. 

How do you reconcile that finding with the VA in the application 
of that policy with your statement that such a policy would be un- 
desirable in this bill? 

Mr. Daury. I take it, Mr. Chairman, that you are suggesting that 
that policy or rule is antagonistic to the free play of economic forces 
in the private secondary market. 

Mr. Epmonpson. I think you have a precedent in your present policy 
on VHMCP for a determination by the Government as to what is a 

right determination or not. The precedent has been established on 
the initiative of this administration with respect to the V.A, so I fail 
to see where it is a valid objection where you have already established 
such a prec wage f in your existing program. 

Mr. Datey. I do not believe it was intended to suggest that there is 
a direct analogy between the two. I believe the recognition of the 
2 percent discount ratio was a recognition of the facts of m>"t: rage 
finance at this time. We are addressing ourselves here more to the 
general factors and the propriety of the use of this national service 
life insurance trust fund. 
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Mr. Epmonpson. I am interested in how a blanket establishment of 
a 2-percent discount rate nationwide, which you have done in the 
direct-loan program, has a direct economic effect when there is differ- 
ence economically in different parts of the country. 

Mr. Datey. I am going to ask Mr. Stone and Mr. Sweeney to com- 
ment on that. 

Mr. Sweenrty. What is cited here is what is reasonable and unrea- 
sonable discount. I appreciate the fact that this determination in the 
rural areas of the two-point peg seems in the market to be a reasonable 
discount at this time. 

What would transpire in the future operation of this program as 
to whether 2, 3, 114—I think the point we are bringing out to the com- 
mittee is that administratively in these geographical dislocations, 
there would be a spread from 7 in C alifornia to 11, j in some other area. 

Mr. EpmMonpson. You are admitting that at present } you have made 
a finding that 2 percent is a re: asonable discount nationwide ? 

Mr. Sweenry. That is right. 

Mr. Epmonpson. Why is ‘that sound policy for the Government to 
do it today in connection with VHMCP and yet there is such an ob- 
jection to its being done under the proposed legislation ? 

Mr. Sweeney. They are pointing out here ‘that in the future, sup- 
pose you had a tight money market—maybe 3, 4, or 5 points might 
prevail. In analyzing and in pointing out to the committee what 
we are bringing forth “here is this: with the market improving today, 
where it is advisable to use these funds, then, if SO, are we going to oe 
mit a discount or give them at par? This is a matter for considera 
tion of the committee. 

Mr. Epmonpson. I realize there are questions as to whether we 
should do it, but I do not see that it is a basic question of policy so as 
to restrict the free play of economic force in the private secondary 
market. I cannot see where that is an argument against this bill when 
you have all determined in your existing policy that you are going to 
set a reasonable discount rate in connection with the loan program. 

Mr. Darr. I think it goes to the general proposition ‘as to whether 
or not you are going to accord your traditional recognition to the uti- 
lizs ation of the pr ivate credit facilities in connection with the Service- 
men’s Readjustment Act, title III, program or resort to a system of 
utilization of more governmental money or money under control of the 
federal Government such as this trust fund. I think that is the larger 
issue, 

Mr. Epmonpson. I will recognize the existence of that larger issue. 

The only question I am raising is this: Is this smaller issue you 
have raised a valid issue in light of existing policy? I do not see that 
itis. You have not shown me why it is undesirable as a matter of pol- 
icy in this bill when you are doing it as a matter of policy in your 
existing program. 

Mr. Datey. We were not indulging the concept that there was a 
restriction in the free play of economic forces when you were recog- 
nizing, as I said before, the facts of the mortgage economics of today 
which, as was brought out yesterday in some of the t testimony, I be- 
lieve, entails certain ‘discounts in mortgage lending. 

Mr. Epmonpson. Mr. Daley, I am possibly being very vague or very 
unclear in my statements to you. I do not believe | you are recognizing 
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mortgage economics and economic facts when you set a nationwide fig- 
ure at 2 percent which takes no account of the difference in different 
areas on discounts. 

The point I am making is you do not have a policy today that dis- 
tinguishes between the differences in demands for money in different 
areas when you put this 2 percent figure nationwide into your direct- 
loan program and your VHMCP program. I fail to see why a projec- 
tion of what you are doing today on a larger scale would be subject to 
the arguments that you have raised in this paragraph, but I do not 
want to belabor the point any further. 

Go ahead with your statement. 

Mr. Datey. With respect to the effect of the proposed legislation 
on the national service life insurance fund, the report of the VA 
pointed out that under the law, national service life insurance funds 
are invested in fully secured obligations and the investment of 20 
percent of the fund (or about $1.1 billion) in obligations only par- 
tially guaranteed by the Government might be view ved as a material 
departure from the absolute protection of the fund intended by the 
National Service Life Insurance Act. 

It is believed that replacement of defaulted mortgages by FNMA 
would not necessarily guarantee protection to the fund in the event 
of a severe economic depression. The National Service Life Insurance 
Act provides for the payment of the administrative costs of the in- 
surance program from appropriated funds with a 3 percent yield 
on investment going into the fund. Payment of the administrative 
costs of investment in GI loans from the loan income could conceiv- 
ably result in the fund receiving less than this 3 percent interest rate; 
and, in such event, it would seem that the Government as trustee for 
the benefit of the policyholders should not invest in such securities. 

On the other hand, should a return of greater than 3 percent be 
realized from such investment, the question would be presented as to 
whether the excess over the 3 percent rate should not be credited to the 
Government (that is, the taxpayer) which assumed the risks involved 
in this type of security. 

The provisions for changing the investment provisions of the 
National Service Life Insurance Act would also seem to be question- 
able since all policies have been issued under the existing law and 
any losses to the fund resulting from the proposed legislation would 
adversely affect the interest of all policyholders in such trust fund. 

Incidentally, it would seem advisable to clarify the bill so as to make 
absolutely clear the intended disposition of loan income. 

The liquidity of the fund should also be considered inasmuch as the 
investment of 20 percent of the assets in long-term obligations could 
serve as a precedent for placing a greater portion of the fund in non- 
liquid assets. 

The addition of $1 billion of funds for investment in GI mortgages 
would undoubtedly stimulate activity with respect to GI loans but the 
extent of this development is not susceptible to precise estimate at this 
time. 

A considerable financing operation would be required on the part 
of the Treasury in order to ) obtain the funds necessary to the purchase 
of VA-guaranteed loans. Whether the objective of the bill might not 
be achieved more simply by direct Government appropriations for 
the purchase of such loans is a question for the committee to consider. 
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In view of all of the factors involved in the consideration of this 
measure, the Veterans’ Administration took the position that it was 
unable to recommend favorable consideration thereof by the commit- 
tee. The urgency of the committee’s request for a report precluded 
the Veterans’ Administration from ascertaining from the Bureau of 
the Budget the relationship of H. R. 9136 to the program of the 
President. We saw yesterday, however, that the HHFA Admin- 
istrator had a clearance on his statement. 

Mr. EpmMonpson. Would you hold up for a question beari ing on that 
group of bills? 

Phe CuairMan, Do you consider that today the veterans living in 
the rural areas of the United States are on an equal basis with those 
veterans who live in the cities? 

Mr. Sronr. There is not money in every section of every county 
which is available. Of course, we are trying to work that out. 

The CHatrman. What, if soything. ean this committee do to equal- 
ize that? Do you need more direct-loan money ? 

Mr. Srone. I think we need clearance so that VHMCP could re- 
lease certain sections of States where there is not money available 
from private lenders, then direct loans could be made immediately. 

The CHairmMan. In other words, if a new interpretation of the law 
were made, it would help? 

Mr. Sronre. We could very likely work out the administrative dif- 
ficulties, and I am sure that ‘they would be cooperative with us where 
there is not money available from private lenders. They have not 
been able to establish it prior to this, but due to the length of time 
they have been in service, just a little over a year, I think that they 
will be able when they get their reporting system in to know definitely 

and will be able to wor k this out. 

The Cirairman. Do you believe this could be done administratively ? 

Mr. Stone. I think so. 

Mr. Siuvrorp. Mr. Stone, you said that a different interpretation of 
the law could effect equality in the rural areas. Is that correct ? 

Mr. Stone. No. I think it is working out a deal or administrative 
program with VHMCP where they know now from practice that they 
do not have private lenders peerenete in lending money in certain 
rural sections where there is no money available. 

Mr. Strvrorp. I believe you told me alors that it was the VA and 
the VA alone that made the rule that when a discount would not be 
paid that then the loan was not approved by the VA, the 2 percent, 
less or more; that that is a rule of the VA and no one else. 

Mr. Stoner. That is an agreement between VHMCP and the Veter- 
ans’ Administration. 

Mr. Suvurorp. The Veterans’ Administration initiated this, and 
they are the ones who did it. Now, if there were a correction to the 

VA ruling, do you not think it could take care of these boys in the 
rural areas, placing them on an equal basis with the urban borrowers 

Mr. Stonr. If the money in the urban section is at three vibe 
discount, then that might be so. Everybody there may have to finance 
with 3-percent discount and in the rural section there may be 2-per- 
cent money. If we make the direct loan to the person, the rural vet- 
eran, at parity, it is not on an equal basis with the urban purchaser. 

Mr. Suvrorp. But he does not get the loan because of your ruling 
so you have not helped him a bit. 
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Mr. Srone. He finds another house if the seller of the house he 
wants will not absorb the loan. 

Mr. Suvrorp. Mr. Stone, you say if he finds another house. In the 
rural areas, there are not many houses. He cannot turn around and 
buy a house on the next street because there is no next street there. 
When you deprive a man in the rural area of a loan for the purchase 
of a particul: ir house, then you have deprived him of settling in that 

community, because there are no other houses there. 

Mr. Stone. Very possibly. 

Mr. Suvrorp. So, he is at a decided disadvantage when the Veter- 
ans’ Administration says, “You do this or else we are not going to 
make you a loan.” 

Mr. Srone. We are in agreement with that. 

Mr. Epmonpson. I think Mr. Shuford put his finger squarely upon 
one of the points that is an ample justification for the difference in 
position between the smalltown veteran or the rural veteran and the 
large-city veteran. I am referring to the absence of the opportunity 
of selection, the absence of the opportunity to choose a home from a 
number of available homes which prevails in these smaller towns. 

Mr. Srone. That is right. 

Mr. Epmonpson. And there needs to be some offsetting provision 
in the operation of the program to allow for that situation, because 
there is not the opportunity to shop around for sellers with different 
houses in these areas that Mr. Shuford is talking about and which I 
have in my district and which Mr. Weaver has in his district. There 
is not that opportunity on the part of the veteran, and I am glad to 
see that you are aware of it. 

Getting back to the point Mr. Shuford was questioning you about, 
I am curious to know how this 2-pereent discount finding came into 
being. I am curious to know, for one thing, whether or not it was 
based on the ruling of the General Counsel. Was it a General Counsel 
ruling that it would be within the intent of Congress on this? 

Mr. Stone. No; it was an agreement between the Veterans’ Admin- 
istration and VHMCP. 

Mr. EpmMonpson. Was it ever questioned ! 2 

Mr. Stone. The former General Counsel was dead set against it. 

Mr. Epmonpson. Have there not been instances where a seller has 
refused to pay this 2-percent discount and made a fuss about it, and 
the Veterans’ Administration has proceeded to make the loan? 

Mr. Stone. Whenever there has been an emergency or an exigency, 
it has been done. 

Mr. EpmMonpson. How do you describe that emergency or exigency ? 

Mr. Stone. It meets some of the points Mr. Shuford raised. That 
applies when there is no other house available in the area 

Mr. Epmonpson. Is that included in the regulations ? 

Mr. Stone. No; it is an administration decision that is made to 
cover a certain case when he must live in this area on account of his 
work, and they have to have a home, and that is the only house avail- 
able; that would be a situation. 

Mr. Weaver. Mr. Stone, under H. R. 9136 as introduced by Con- 
gressman Rains, what do you think would be the feeling among private 
lenders if this money from the national service life insurance fund 
were to become available in those areas where there are excessive rates ? 
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Mr. Srone. $500 million (the amended version) is not too much 
money in the whole market. If the money was available in certain 
areas and private lenders were interested and wanted to lend money 
there, they would probably lower their discount. 

Mr. Weaver. In other words, under legislation such as this, there 
would be a tendency for the private lenders to come in at a fair rate 
for the veteran. 

Mr. Srone. I would think it possible. Again, it depends on how 
much money is involved. If you have $20 billion need and have only 
$16 billion that you can use, then there is bound to be a price on it and 
somebody has to pay it. 

Mr. Weaver. Do you not think the fact that the discount is higher 
in some areas may have some effect on it ? 

Mr. Stone. They might withdraw entirely from lending in the 
area as far as that is concerned. 

The Cuarmman. If there is not a new interpretation of the VHMCP 
Jaw, what do you predict will be the outcome of the direct-loan money 
this year? 

Mr. Stone. I would predict in the neighborhood of $100 million left 
at the end of the year. Of course, we must realize that VHMCP 
is making a lot of loans. 

I made a survey yesterday afternoon at some of our offices, and they 
do not have any direct-loan applications left in their offices. They 
have been taken care of either by VHMCP or direct loans. 

Mr. Epmonpson. On that point, I did not understand that statement. 
You said there were no applications pending; is that correct ? 

Mr. Srone. No applications pending; they are all taken care of. 

Mr. Epmonpson. Did you hear Mr. Cole’s statement yesterday 
on the subject of home-loan applications that were pending in the 
VA offices on January 31? 

Mr. Stone. I think he reported 5,104. 

Mr. Epmonpson. 5,292. Are you telling us now that those 5,292 
applications have been taken care of between January 31 and now? 

Mr. Stone. Mr. Sweeney can give you those figures. 

Mr. Sweeney. The statement about pending or in-process, the 5,292 
is correct, but money has been reserved on a number of them, and we 
have a lot of construction loans and loans for purchase in process of 
closing. The money is earmarked, and partial disbursement has been 
made on some of them. That leaves 853 in our office, as follows: 19 
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are awaiting screening in the regional office. They may be farm loans. 


or some of a kickback nature from the VHMCP. Six hundred and 
seventy-one are awaiting VA or VHMCP processing. Those are re- 
ferred to us and then referred to the VHMCP. We have 163 cases 
that we are considereing on which to make direct loans, but we have 
written to the veteran to get his appraisal fee; so, out of the 5,292, 
there are 853 cases throughout the country, broken down into those 
3 categories—19 in our office waiting screening and referral; 671 
awaiting VA or VHMCP action; and 163 where we are waiting for 
the appraisal fee from the veteran. 

The CratrmMan. Suppose I walked into one of your offices today 
to apply for a direct loan. What is the administrative procedure from 
there on? 


Mr. Sweeney. Werefer the application to the VHMCP. 
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The Cuatrman. I would fill out an application and you would then 
make a record of it and refer it tothe VHMCP ? 

Mr. Sweeney. That is right. 

The Cuarrman. You do not just send me over there to VHMCP? 

Mr. Sweenty. No. We would put you on a registration list, the 
application would follow, and then we would refer it over to the 
VHMCP. 

The Cuairman. Nowhere in the country does your office send a vet- 
eran directly to the VHMCP without making a record and placing the 
veteran on this list now ? 

Mr. Sweeney. No, sir; there are a lot of transactions made by 
brokers and VHMCP of which we do not have a record. 

The Cuairman. Do you have a record of every veteran who comes 
into your office? 

Mr. Sweeney. Yes, sir; but there are a lot of referrals made by 
brokers or builders or individuals themselves who apply directly to the 
VHMCP regional offices. 

The CuarrMan. We have a report from somewhere saying that 
your people refer people directly to the VHMCP without keeping 
a record or telling them to come back if they do not get the loan over 
there. 

Mr. Sweeney. It is possible. 

The Starr Direcror. Do you call that a direct loan waiting list in 
your office ? 

Mr. Sweeney. No. Where he has filed an application and we refer 
it to the VHMCP, that is not a waiting list. Now that we are lush 
with money out there, the money is not as acute out there. 

In the event he came back, he would have his standing on that list, 
but for all practical purposes that tally that we have out there is mean- 
ingless because most of these loans go through, but we adopted that 
procedure in the event that a lot of referrals come back and we had 
used all of the money in one quarter, and if he did get back, he would 
stay in his priority position. 

The Starr Direcror. When we refer to a waiting list, that notation 
is sent to VHMCP, so really the Veterans’ Administration does not 
have a measure with respect to the waiting list. 

Mr. Sweeney. That is right. Those are just like guaranteed appli- 
cations over at the VHMCP. The only way we have is using the 
VHMCP statistics of the number they have in process because they 
get a lot of applications direct from veterans or from brokers, of 
which we have no record. 

The Starr Director. It would be an incorrect assumption that 
because VA does not keep those names on a waiting list that there is 
no interest generally in the direct-loans fund in rural areas; is that 
correct ? 

Mr. Sweeney. That is true. There are a lot of people who have 
been referred to the VHMCP, and there are a lot of individuals that 
have gone to the VHMCP directly, and they are in process over there. 

The Starr Director. If we could free this money, is there any 
question in your mind with respect to whether there would be a de- 
mand in the rural areas if the loan processing could be accomplished 
on a 30- to 60-day basis? 

Mr. Sweeney. Mr. Meadows, we are not promoting the loans. We 
have individual reports coming from individual areas that there is 
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need for money there. If the need is there, the publicity has been 
given out about VHMCP and our direct- loan program, and I would 
think there would be a greater number of filings if the demand were 
so acute. It is possible that maybe some people have given up hope 
of either going through VHMCP or getting a direct loan. 

Mr. Epmonpson. Do you not think this figure given by Mr. Cole 

yesterday of 15 percent of the veterans w ho start for a direct loan 
and then go over to VHMCP, withdrawing their applications, in- 
dicates a pretty large volume of people being taken care of in this 
existing program ? 

Mr. Sweeney. Fifteen percent of the total filings is a small number 
when spread throughout the country. The 15 percent relates to 
14,000—— 

Mr. Epmonpson. Add 6.8 to that 15 percent, 6.8 representing the 
number who are turned down by the sellers because of the discount. 
That gives you 21 or 22 percent, and then there are other figures that 
went in there that are not being taken care of. I think if you add them 
up, you have a third of the veterans coming in who are trying to get a 
direct loan who reach the stage of filing an application with the 
VHMCP and then they run into a roadblock. Do you not think that 
one-third of the veterans trying to get loans in the United States under 
this who are stopped in the middle of the road represents a pretty 
substantial area? I am now referring particularly to the rural areas 

Mr. Sweeney. I agree with you. 

Mr. Epmonpson. I think it is something to be concerned about, and 
we are going to find out why it is happening before we are finished. 

Mr. Stone. We have met with people at the VHMCP. We had in 
mind reducing it to 20 working days. They are in better shape now 
with their operation, and they ‘should be able to handle the work on a 
good basis, and we have so notified our offices that it will be a 20 work- 
ing day period. 

Mr. Epmonpson. When was that notice sent out, Mr. Stone ? 

Mr. Svonr. Yesterday. 

Mr. Epwonpson. Mr. Sweeney, let me ask you this: What is the 
dollar volume involved in this 4,439 loan commitments. How many 
dollars does that represent in direct-loan commitments ? 

Mr. Sweeney. I do not have it here, but I could give a “guessti- 
mate.” I imagine it would be around $30 million or $31 million. 

Mr. Epmonnson. Unless I am mistaken, on Febr uary 1, Mr. 
Sweeney, when you testified before this committee, you told us that the 
total amount of direct loans made up to about Februar y 1 was less than 
$15 million; is that correct on the direct loans? I think you told us 
you had around $135 million that was not committed or even allocated 
to the offices. 

Mr. Sweeney. On this 4,400, we have a carryover from last yea 

Mr. Epmonpson. I am still trying to sk the rate at which these loans 
are being made. Up to about February 1, is it not correct that there 
had only been about $15 million committed? 

Mr. Sweeney. That is right. 

Mr. Epmonpson. Now you tell us on March 14 that $30 million or 
over has been committed in the direct-loan program. Is that right? 

Mr. Sweenry. No. This figure used by Mr. Cole represented those 
pending before the VA. I am not trying to refute his figure, but 
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4,439 of those cases are actually in the process of closing. Some of 
those closings are carrying money over from last year. 

Mr. Epmonpson. I am trying to get your current rate of direct 
loans compared to your rate up to F ‘ebrui ary 1. Up to February 1, 
in the period from July 1 to February 1, you had closed or committed, 
as I understand from your previous testimony, less than $15 million 
in direct loans. Is that a correct statement ? 

Mr. Sweeney. That is right. : 

Mr. EpmMonpson. Since February 1, you have closed or committed 
apparently an additional $15 million. Is that right? 

Mr. Sweeney. I am not trying to convey that. For the fiscal year, 
from last July, the 4,439 cases that I reported here as being loans that 
are In process—that includes some of that $15 million, and I would 
guess $15 million of that is last year’s money. 

Mr. Epmonpson. I am aware that 4,439 represents a total figure. 

Mr. Sweeney. During this fiscal year, from July 1 up to F ebruary 1 
of this year, this year’s money which we have used amounts to roughly 
$15 million. 

Mr. Epmonpson. That is exactly what I am saying. Since Febru- 
ary 1, this total committed, if I understood you correctly, has gone up 
to a total of about $30 million. Is that what you are now saying / 

Mr. Sweeney. No, sir. Iam giving you these 5,292 figures. That 
is as of January 31. I am not indicating that we have gone up $15 
million. 

Mr. Epmonpson. Just a minute; back up. How much money in 
the direct-loan program do you have committed or closed as of today ? 

Mr. Sweeney. For this fiscal year / 

Mr. Epmonpson. Yes, sir. 

Mr. Sweeney. $15 million for this fiscal year since July 1. 

Mr. Epmonpson. That is the first figure you gave us on February 1. 

Mr. Sweeney. We do not have the Febru: ry 28 figures. I do not 
have those in from the field yet. 

Mr. Epmonpson. Then you do not know what you have now in the 
direct-loan program ? 

Mr. Sweeney. I can give you the figures as of January 31; and up 
to this fiscal year we have committed around $15 million: 

Mr. Epmonpson. Did you not supply to me a minute ago the esti- 
mate of $30 million as being the amount covered by 4,439 loans which 
you said were closed or committed ? 

Mr. Sweeney. No. I said these were applications pending of loans 
that were in the process of being disbursed, some of which were par- 
tially disbursed, and I gave you a “guesstimate” that it amounted to 
roughly $30 million. 

Mr. Epmonpson. What is that? 

Mr. Sweeney. Maybe $15 million we have committed this year plus 
$15 million of last year’s money. 

Mr. Epmonpson. Do you mean part of this $30 million is money 
from the fiscal year that ended June 30, 1955 ? 

Mr. Sweeney. Yes, sir. They are in the process of closing. At 
the end of June, we made loan commitments out there. Now, we re- 
ferred them to loan closers; some of them are loans for construction 
and partial disbursements were made. 
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Mr. Epmonpson. You are telling me now, then, that you still have 
$135 million of the $150 million in direct-loan money which you have 
not in any way committed or closed loans for ? 

Mr. Sweeney. That is right. In fact, I might add that since I 
reported—— 

Mr. EpmMonpson. Where did you get the $30 million to commit for 
loans in this fiscal year that you say you have committed or are going 
to commit? 

Mr. Sweeney. I have not committed the $30 million this year. I 
am reporting to you that the 4,439 applications that were in this 
figure yesterday that somebody said were pending before us—I tried 
to report to you that we do not have 5,292 cases pending before us, 
applications upon which no action has been taken. I reported to you 
that 4,439 are applications on which money has been reserved and 
committed including some of last year’s money. 

You asked me, sir, what was the dollar volume. I gave you a “guess- 
timate” of $30 million. That could be part of last year’s money and 
part of this year’s money. In this fiscal year, we have earmarked 
around $15 million of this year’s money. 

Mr. Epmonpson. Let me ask you this: Is it your belief that the 
Congress of the United States would appropriate $50 million for 
direct-loan program for the fiscal year 1956 if it did not intend for 
that money to be spent in 1955-56? And, is it your belief that Con- 
gress would have appropirated this money if it had not intended that 
it be spent in the rural areas as well as in the urban areas? Is that 
your belief, Mr. Stone? 

Mr. Srone. No; I think the intent was to spend it where it was 
needed. 

Mr. Epmonpson. Then, it is your belief that it is not needed in this 
fiscal year ¢ 

Mr. Stone. We do not know. 

Mr. Epmonpson. If you are telling us that you are going to have 
over $130 million in the funds, then that means two-thirds was not 
needed. 

Mr. Stone. If we go along with the VHMCP. 

Mr. Suvrorp. I wanted to get something straightened out in my 
mind, Mr. Stone. You said the Congress appropriated $150 million 
for direct loans. You have committed approximately $15 million for 
direct loans, and you have $135 million left on hand, and your fiscal 
year is running out, and you say that you do not know whether you 
will need this ; money for direct loans. How do you reconcile that 
position or your position with the fact that all over the country the 
veterans are complaining that they have made applications for direct 
loans and that your department will not let them have the money ? 
How do you reconcile that position ? 

Mr. Stone. There are approximately 14,000—that is prc obably an 
extravagant figure—loans that would have been direct loans, but have 
been made by VHMCP. That represents quite a large sum of money. 
If they are handled—and it is our desire, and I think it is your desire 
that loans be made by private lending institutions rather than Gov- 
ernment when available 

Mr. Epmonpson. Let me interrupt you at this point. You said 
these would have been direct loans; did you not? 
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Mr. Stone. They were direct loan requests, applications referred 
to VHMCP. 

Mr. Epmonpson. The testimony by Mr. Cole yesterday was that 
30 percent of them did not even come through direct loans. Did you 
hear that testimony ? 

Mr. Srone. I do not know just what he referred to. 

Mr. Epmonpson. It came out of the channels of the direct-loan 
programs. 

Mr. Srone. He said 14,000 and I said probably 10,000 would have 
been direct loans that were referred by various lenders to VHMCP 
and they made the loans. 

Mr. EpmMonpson. That is assuming that all of those applications 
would have received direct loans, which is a pretty large assumption. 

Mr. Srone. No; I think they all would. Lenders are tough on 
credit ratings, and they probably made a lot of loans that we could 
not make because we are restricted to $10,000, and sometimes we 
require 10 percent down on a house to make it possible for the veteran 
to buy it to come within the figure of $10,000. 

Mr, Epmonpson. I have heard it said that the administration is 
expecting to have a $4 million surplus on June 30. Can you tell me 
whether any part of this $130 million carryover is included in that? 

Mr. Sronr. I would not have any idea. 

Mr. Epmonpson. Has the Veterans’ Administration supplied to the 
Bureau of the Budget or the White House or any agency of the Gov- 
ernment an estimate that they will have $100 million on hand on 
June 30? 

Mr. Sronr. From direct loan—no, sir. 

Mr. Epmonpson. I am not happy to have that excess if it is coming 
out of the pockets of the taxpayers. 

Mr. Ayres. I think he realizes that this $100 million is not con- 
sidered in that figure. 

Mr. Epmonpson. No, sir; I do not realize that at all. 

Mr. Ayres. I will get that confirmed. 

Mr. Epmonpson. I would appreciate a confirmation that that is not 
a figure that is included in any figures that this administration is 
banking on on June 30. If it is included, then we have an explana- 
tion due for the slowdown that we have been looking for for quite 
a while. 

Mr. Stone. With respect to the slowdown, we do not see it because 
VHMCP has done a wonderful job, in my opinion, and they have 
made loans that have saved the Government from lending money. 

As we interpret the bill that you all passed creating VHMCP, 
was your desire to have that money used, and that is the way we 
tried to work it out. 

Mr. Epmonpson. I have a serious question in my mind as to how 
much has gone to loans which would have been serviced in the direct- 
loan program and how much of it has gone to developments and 
home acquisitions that would have been covered by the guaranteed- 
loan program or by other sources of financing in these areas but in- 
stead are ‘borrowing through VHMCP and getting credit in the direct- 
loan program for those loans. 

Mr. Stone. We have the record to show on January 31, I believe 
it was, 4,591, somewhere around there, that would have been direct 
loans. There has been a great expansion from that. 
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Mr. Epmonpson. Do you want to continue with your statement, 
Mr. Daley. 

Mr. Datey. The legislative history of the proposal to utilize a 
portion of the national service life insurance funds for investment 
in VA loans reveals that other bills with a similar general purpose 
have been introduced in the past. Three identical measures, H. R. 
5885, H. R. 6000, and S. 2342, 82d Congress, would have added a new 
subsection to title IIT of the Servicemen’s Readjustment Act, author- 
izing the Administrator of Veterans’ Affairs to sell at par any VA 
direct loan to the Secretary of the Treasury, and the Secretary would 
be authorized and directed to invest not over 20 percent of the money 
in the national service life insurance fund in VA-guaranteed and 
direct loans. The report of the Veterans’ Administration dated Feb- 
ruary 5, 1952, to the Senate Committee on Banking and Currency 
with respect to S. 2342, which measure was introduced by Senator 
Maybank, contained a discussion involving the use of the national 
service life insurance fund substantially along the lines of that made 
in the report on H. R. 9136. 

A report on H. R. 3699, 84th Congress, a bill which is similar in 
many respects to H. R. 9136, except that it provided for the use of the 
national service life insurance funds for Veterans’ Administration 
direct loans as well as for guaranteed loans, and did not restrict the 
purchase of loans to areas of excessive discount, was made by the Vet- 
erans’ Administration on June 3, 1955 (Committee Print No. 130). 
None of the measures referred to were reported out of committee. 

H. R. 9259, 9263, 9283, 9288, and 9363 are substantially identical 
bills— 

To amend title III of the Servicemen’s Readjustment Act to remove certain 
impediments to the processing of applications for Veterans’ Administration 
direct loans, and for other purposes. 

In brief, these measures would prevent the Administrator of Vet- 
erans’ Affairs from referring any applications from veterans for direct 
loans to any other lending agency prior to the approval or rejection 
of such loan applications by the Veterans’ Administration. They 
would also prohibit the Administrator from denying a veteran ap- 
plicant a direct loan solely on the ground that a guaranteed loan is 
available in those cases where a guaranteed loan is offered subject 
to payment of a discount which is not, or would not be, voluntarily 
absorbed by the builder, seller, or party other than the veteran. 

A report to the committee was made by the Veterans’ Administra- 
tion on the mentioned bill on March 5, 1956 (Committee Print No. 
215). In this report it was stated that pursuant to title VI of the 
Housing Act of 1954 which established the Voluntary Home Mortgage 
Credit Program for the purpose of facilitating the flow of private 
mortgage funds into the more remote areas, procedures have been 
developed for the referral of all Veterans’ Administration direct loan 
applications to the VHMCP regional committees for action looking 
toward the placing of such loans with private investors. 

A modification of procedures, in August 1955, provided for a period 
of up to 45 calendar days for VHMCP consideration of a direct loan 
application before it would be referred back for VA action. 

Of a total of 14,510 direct-loan applications referred to VHMCP 
by the VA as of December 31, 1955, commitments by private lenders 
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were made in 4,521 cases. It was admitted in the mentioned report 
that numerous complaints had been received with respect to the delays 
in processing direct-loan applications received from veterans but many 
of these were attributed to the formative period when VHMCP proc- 
essing details were being worked out. 

With respect to the proposed new subsection 512 (h) which would, 
in effect, eliminate the VA’s 2-percent discount rule in determining 
eligibility for direct loans, it was pointed out that in a tightening 
money market private lenders would often decline to make VA- 
guaranteed loans at par and that consequently a discount frequently 
was required by the lender in urban, as well as in rural, areas. 

It was the view of the VA that Congress did not intend that 
veterans in eligible direct-loan areas should be placed in a better 
position with respect to acquiring VA-assisted financing than vet- 
erans in urban areas but rather that they would be on relatively equal 
footing. The policy was, therefore, adopted whereby a rural veteran 
would be ineligible for a direct loan where guaranteed loan financing 
was available at a reasonable discount (i. e., 2 percent) comparable 
to that prevailing in metropolitan areas. This policy has deprived 
some veterans of GI loan assistance where the builder or seller has 
refused to absorb a 2-point discount. 

The Veterans’ Administration has done its utmost to draw a proper 
line of balance in the administration of the laws providing for the 
direct-loan program and for the voluntary home mortgage credit 
program. In administering the one program and cooperating with 
the other, many difficult decisions have been presented. 

It is believed that the objective of the VHMCP are laudable and 
that a working out of administrative details might keep complaints 
with respect to processing delays at a minimum. On the other hand, 
the elimination of referrals to the VHMCP would undoubtedly expe- 
dite the processing of direct-loan applications but at the risk of the 
VHMCP becoming inoperative. 

The report of the Veterans’ Administration concluded that due to 
the urgency of the committee’s request for a report on the proposals, 
there was insufficient time in which to ascertain from the Bureau of 
the Budget the relationship of the proposed legislation to the program 
of the President. However, as was indicated by Mr. Cole, the HHFA 
Administrator, yesterday, the Bureau of the Budget expressed an 
adverse position in its advice to his agency. 

H. R. 9260, 9264, 9282, 9287, and 9362, 84th Congress, are substan- 
tially identical measures to amend title ILI of the Servicemen’s Read- 
justment Act in various particulars. 

Section 500 (a) would be amended to permit veterans of World 
War II to have their GI loan entitlement restored and reused at any 
time prior to January 31, 1965, where the property subject to the 
initial use of entitlement was taken by condemnation, destroyed by 
natural hazard, or otherwise disposed of for compelling reasons with- 
out fault on the part of the veteran. 

Sections 500 (c), 501 (a), 502 (a), 503, and 503A and 507 would 
be amended so as to delete certain references therein to determinations 
by proper appraisal made by an appraiser designated by the Adminis- 
trator and to rephrase these provisions to provide for such determina- 
tions by the Administrator. 
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A new subsection would be added to section 504 to require that a 
veteran applicant for a loan to purchase, construct or repair, alter 
or improve a home, certify, at the time he applies for the loan and 
at the time the loan is closed, that he occupies or intends to occupy 
the property as his home. 

The bills would also add a new subsection to section 506 to permit 
a veteran obligor on a current loan to be released from liability on 
the guaranty to the Administrator when he disposes of residential 
property securing the loan obligation to a credit-worthy transferee 
who has assumed full hability for the repayment of the unpaid balance 
of such loan. 

The proposed amendment to section 500 (a) is similar to that con- 
tained in H. R. 6975 and H. R. 7033, 84th Congress. The Veterans’ 
Administration made a report to your committee, dated September 9, 
1955 (committee print No. 180), on H. R. 6975 and indicated therein 
that the proposal to permit restoration of entitlement until January 
31, 1965, for certain veterans of World War IT would seem to discrimi- 
nate against those veterans of World War II who would be unable to 
avail themselves of unused entitlement subsequent to July 25, 1957. 

Mr. Ayres. What if it was cut off at that same date? For ‘example, 
if through condemnation too many veterans lost their homes? 

Mr. Datry. He would be entitled to July 1957 for another loan. 

Mr. Ayres. He is not now, is he? 

Mr. Datry. Yes, sir; under existing law. 

In connection with the proposed amendments to section 500 (c), 501, 
502, 503, 503A, and 507, these are substantially identical with the pro- 
visions of H. R. 7107, 84th Congress, on which the VA made a report 
to your committee on July 20, "1955 (committee print No. 157). In 
such report it was stated that the exercise of the Administrator’s 
responsibility to determine what is a proper appraisal includes the 
authority to adjust the VA appraiser’s estimate of reasonable value, 
and that such position would be sanctioned under the statute whether 
or not the proposed changes to the Servicemen’s Readjustment Act are 
adopted. The Veterans “Administration w ould, consequently, have no 
objection to the cited amendments which would delete references to 
designated appraisers and clarify the fact that final determinations of 
reasonable value vest in the Administrator. 

In connection with the proposal to amend section 504 to require a 
certification of occupancy, it is to be noted that veterans who apply 
to lenders in prior approval cases are presently required to certify on 
the loan-application form as to their intention to occupy the property 
as a home. In cases where supervised lenders elect to sain loans 
under the automatic procedure, however, the veteran applies to the 
lender for a loan and the lender proceeds to complete the loan to the 
veteran and then submits a report of this action to the Veterans’ 
Administration. 

In those automatic-procedure cases it is probable that the lender 
would consider an additioanl requirement for certification at the time 
the veteran applies for the loan to be merely a “redtape irritant.” 
Since the crucial moment for the requisite intention on the part of 
the veteran would generally seem to be at the time the loan is closed, 
it is believed that a requirement for a certification by the veteran at 
such time would accomplish the objective of the bills without causing 
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the administrative complications in the processing of loans which 
would result from additional certifications. 

In connection with the proposed amendment to section 506 of the 
Servicemen’s Readjustment Act which would require the VA to release 
a veteran from liability to the Government under the circumstances 
stated, it was noted that the proposal would seem to establish a prefer- 
ence for residential property owners over veterans who used their 
entitlement to purchase business or farm property. 

In addition, since the proposal is prospective, it might be consid- 
ered discriminatory by those veterans who had transferred property 
in the past under conditions which wold have afforded them a release 
of liability under the guaranty had such transfer been made subse- 
quent to the passage of the bill. 

More important, however, is the question as to whether the best 
interests of the Government are served in these cases where the veteran 
is allowed to realize a profit on the resale of his property and at the 
same time be released from future liability that might be incurred by 
the Government if it is required to pay a guaranty on the loan which 
he obtained. 

The proposed legislation could not change the debtor-creditor rela- 
tionship between the veteran borrower and the lender, and any ar- 
rangement which the Veterans’ Administration might make with the 
veteran for release of liability on the guaranty could not affect the 
holder’s vested rights under the loan contract. 

Under section 509 of the Servicemen’s Readjustment Act the Admin- 
istrator is currently given discretionary authority to grant releases 
of the nature contemplated by the subject proposal where he deems 
it appropriate to do so. Under current operating policies and pro- 
cedures such consent is granted only upon request of the holder and 
in limited cases. 

The position taken by the VA as stated in its report to the commit- 
tee is that favorable consideration of the bills in their present com- 
prehensive form could not be recommended. 

In view of the urgent request of the committee for a repert on these 
measures, there was insufficient time to ascertain from the Bureau of 
the Budget the relationship of the proposed legislation to the program 
of the President. 

We have not yet heard from the Bureau of the Budget with respect 
to that. May I ask formally that our official reports be introduced 
for the record. 

Mr. Weaver. With respect to those who come in for loans, do you 
take a list of their names when they come into the VA offices and refer 
them to the VHMCP? 

Mr. Sweenrty. We put them on a memorandum register. Then the 
application is referred over tothe VHMCP. The reason we did that, 
Congressman Weaver, was in the event we should run out of direct- 
loan funds and they come back to us, so that the veteran would not lose 
his position for direct-loan funds if and when they became available. 

By virtue of the fact that we have a plethora of money out there 
now, it is meaningless. 

Mr. Weaver. What do you do with those lists in the different of- 
fices after the names come in and they have gone to VHMCP as a 
followup ? 
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Mr. Sweeney. We are in a hiatus on this about the VA covering all 
of the cases. As one of the administrative tieins that we are trying to 
work out where the veteran applies directly to VHMCP, we are trying 
to get a notice that we can tab them all and in the event they go by the 
board, we will send out our appropriate letter telling them to come 
in and apply for a direct loan. 

Mr. Weaver. At present your offices are doing nothing to follow up? 
I am thinking of the $130 million left out of the $150 million for the 
eighth fiscal month of this year, and we have a third or better who 
are turned down for one reason or another, and they withdraw their 
applications for this or that. I do not see any reason for taking down 
the names if you are going to send them to the VHMCP and forget 
about them. 

Mr. Sweeney. There is a letter explaining the reasons for the turn- 
down. whether the seller refused to accept the discount—— 

Mr. Weaver. Would it not be advisable to put forth a little effort 
on your part to try to get this money out in some of these areas where 
they cannot get the direct loans or ‘where they cannot get financing ? 
Would it not be advisable since you have taken down their names 
to follow up with a card or something and have them come in for 
a conference / 

Mr. Sweeney. If they are turned down by VHMCP for this dis- 
count factor, the VHCMP advises them and they may come in and 
ask if they can get a direct loan. 

Following your suggestion, we are planning to do about what you 
are proposing, even those referrals that have been made directly to 
the VUMCP. We will get a listing of all of those either by postcard 
or letter, and we plan to follow them up. 

Mr. Weaver. How soon do you plan to do that ? 

Mr. Sweeney. Right away. We are trying to get those instruc- 
tions out immedi: itely. Even today I think we are accepting appli- 

cations, but those are the highways and byways, but where they have 

turned them down and do not report within the 20-day period or are 
about to make a commitment, we will go ahead and make the direct 
lo: an. 

Mr. Weaver. You mentioned that you set up 20 days instead of 45. 
Mr. Viner, how many days did you tell us down at Staunton now that 
you are cetting organized from the time they come in? 

Mr. Viner. We have been discussing this time cut with the V A, 
and we think that our efficiency is enough greater now so that in most 

cases when we are going to place a loan we will place it in 20 days, 
‘ind we think we can work this out with the VA. 

Mr. Epmonpson. Mr. Stone, I would like to hear your comment 
on one thing. 

Mr. Cole testified yesterday that that 26 percent of these loans 
made by VHCMP were par loans and only 2 percent were over the 
discount. Do you not think that this discount that you set of 2 per- 
cent ought to be low ered to 1 percent ? 

Mr. Stone. Yes, sir. 

Mr. EpMonpson. Do you think it should be? 

Mr. Stone. Yes, sir. 

Mr. Epmonpson. Do you have the authority to do it? 

Mr. Stone. No, sir; it would have to be a mutual agreement between 
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Mr. Epmonpson. Have they been approached as to agreeing on a 
lower os Ph 
Mr. Srone. We have not had a serious talk on it with them; no, sir. 
Mr. Epmoxpson. Do you not think now is an opportune time to talk 
to them about it? 

Mr. Srone. I might mention something which happened in Okla- 
homa this week. Mr. Baker called and said that there were several 
counties in southeastern Oklahoma where money is not available, and 
there is a small demand for building, and there was no money available 
from any of the private lenders. I told him to get hold of the regional 
VHMC?P and try to make arrangements for releasing money for those 
counties where they are not making loans. We will do that more and 
more, and I am sure we will have fine cooperation with all of their 
offices. 

Mr. Epmonpson. Is there anything in the law that requires you 
to obtain that release when your pecords show that they are not mak- 
ing loans in that area? Is there anything that requires you to get 
a release before you start making aivede loans ? 

Mr. Srone. I do not know that we need to get a release. As you 

can realize, we are caught in the middle between two laws, and we are 

trying to work them out as best we can to the satisfaction of every body 
and, of course, it is just like anything else; when you lean one way, 
you make the other side dissatisfied, and when you lean the other w: ay, 
the other fellow gets dissatisfied, and when you take the middle of 
the road, everybody gets dissatisfied. 

Mr. EpmMonpbson, Going back to your testimony in early January 
before the full committee, you m: ade a statement in response to a ques- 
tion that I would like to refer to. You and Mr. Swee ne y were being 
questioned about this big backlog of funds that had not been alloc ated 
by Mr. Dorn. Mr. Dorn asked this question : 






































I wonder if there has been any pressure from the Bureau of the Budget. 

Your reply was: 

There has not been any direct pressure from the Bureau of the Budget. 

I wonder if you would elaborate a little upon that word “direct” with 
regard to this program. 

Mr. Sronr. There was no pressure at all from the Bureau of the 
Budget on me at all or on our program. I think that question that 
I thought he was asking about—and I believe if vou will go back a 
little way you may find it—was there any pressure from anybody to 
restrict building for veterans. The answer is very definitely no. 
There has been no pressure put on us by the Bureau of the Budget or 
to my knowledge on the Administrator about this work at all. 

Mr. Epmonpson. The immediately preceding statement to Mr. 
Dorn’s statement was Mr. Sweeney’s statement, which was: 


















We will abide by the wishes of Congress. We have this money, and if it is the 
wish of Congress to have us move in here, I am sure the Administrator and Mr. 
Stone and myself will carry out those wishes. 


Then, Mr. 


I wonder if there has been any pressure from the Bureau of the Budget. 










Dorn said: 











You replied: 


There has not been any direct pressure from the Bureau of the Budget. 
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Now you tell us that there has been no pressure on you or anybody else 
in the VA from the Bureau of the Budget to slow down in the alloca- 
tion of these direct-loan funds. 

Mr. Srone. No, sir. However, we do cooperate with VHMCP to 
get. all loans made possible by private lenders, which, I think, you 
must admit was the will of Congress or they would have never passed 
VHMCP. 

Mr. Epmonpson. I do not believe it was ever the will of Congress to 
have the wheels stopped on the direct-loan program, and while we gave 
the companies partic ips ating in VHAMCP an opportunity to do the job, 
nevertheless, I think Congress certainly wanted to give the VHMCP 
an opportunity to do something, but I do not think there was ever any 
intention to stop the wheels of the direct-loan program while it went 
on and the wheels have certainly been stopped for about 8 months 
around he re. 

Mr. Srone. Direct loans are being made by VHMCP, taking up the 
slac — 

The Cuarrman. On this direct-loan program, your regional office 
in Boise, Idaho, told us that they wired you on January 2, 1956, asking 
for addition: il money; that they wired you on January 25 asking for 
additional money; that they wired you on February 1 asking for 
additional money, and finally on the second you did allocate more 
loan money tothem. I cannot understand that. 

Mr. Srone. Neither can I. It was a bad administrative blunder, 
and those who were responsible were severely chastised by us for it, 
and it cannot happen again. 

Mr. Epmonpson. What other offices do you have requests for more 
money ? 

The CuarrmMan. Portland, Oreg. ., and Kansas City 

Mr. Sronr. Kansas City came in for the first time, and the manager 
told me that they did not realize how low they were on funds. It 

‘ame in on the 23d. It does not agree with the letter from the manager 
that you have, but all I can state is what he told me. 

The Cuamman. Y ou do feel that that is straightened out? 

Mr. Stoner. Yes, sir; I am positive it is. If it is not, there will 
certainly be some more chastising if it happens again. 

Mr. Epmonpson. What is your present plan, Mr. Stone, for han- 
dling applications in the ¢ losing months of this program should it be 
terminated in 1957? 

The Cuairman. May I ask a question before you go to that? 

I believe I speak for the thinking of every member of this committee 
when I say that the impression seems to have been left in this hearing 
room that this committee is against VHMCP. I do not think that is 
at all true, and we commend them for what they do, but we do not agree 
with the interpretation that you refer cases to them when you know 
they are not going to get any results. 

Who made the decision that it is mandatory that you refer all of 
your cases to them? Who made that determination? The law says 
cooperating. 

Mr. Sweeney. Yes, sir, there is a provision in the law that says also 
upon request that the VA or loan-guaranty oflice will refer these 
direct-loan applications. 

Initially, I was not in at the time the VHMCP got formulated, but 
at that time, there were a lot of discussions with respect to how best to 
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proceed on these referrals. It was determined that either a list or 
the applications themselves—and after things got underway, it was 
determined that all direct requests for direct loans. should be re- 
ferred—should be referred to VHMCP. 

The Cuatrman. Did the administration make that decision or did 
somebody else make it? 

Mr. Sweeney. No, it was made in cooperation with Mr. Cole and 
the national committee by virtue of the fact—whether you call it sup- 
plemental or something else to get underway with the program—that 
the edict, or whatever you want ‘to call it, the agreement was that these 
requests all be referred to these regional committees. 

As you recall, back in last year about this time there was a great 
consternation about whether the moneys would be allotted out to these 
offices, which we did, and then we had this tremendous waiting list. 
As you will recall, the Senate charged the Administrator 2 years ago— 
that we will make the direct loans and disch: arge the waiting list of 
some 30,000. We moved along until about June 1 and we found that 
VHMCP was not handling all of the referrals so we went ahead and 
expended whatever moneys were necessary to take up the backlog. 
It was decided this year that we continue to make all referrals to the 
VHMCP. 

The Cuatrman. Who decided to make them ? 

Mr. Sweeney. Mr. Cole, the Administrator, and myself. 

The CuarrmMan. Mr. Stone has mentioned many times—and I think 
[ understand what he means—but I do not think you went down the 
middle of the road on this. When you know they are not going to 
make the loans, certainly you should have the authority to make direct 
loans. 

Mr. Stone. How do we know they are not going to make direct 
loans? 

The Cuarrman. Do you not know by history that they are not mak- 
ing any ? 

Mr. Srone. They have to develop a criteria on the matter to know 
whether they can or not. They have had agreements from all of 
their various lending agencies, that they could make them. 

The Cuamman. Can you tell us today what the chances are of 
VHMCP making a loan? 

Mr. Stone. I think we could. 

The CHarrMan. That i is why I think this mandatory thing is wrong. 

Did the Veterans’ Administration decide it was mand: atory or were 
they told that that was the decision? Who decided it? 

Mr. Epmonpson. Has there been a General Counsel ruling on it? 

Mr. Srone. He has never been in agreement with that. 

Mr. Epmonpson. Has it been required that you refer all loan ap- 
plications to VHMCP? 

Mr. STone. Legally, I do not know that we have to. 

The CuarrmMan. We have talked to the people who wrote this law, 
and they say they did not meant that. We have tried to get it in 
writing. 

Mr. Srone. It is looking a little in hindsight on the question. They 
say it now but if you re ad the hearings and the t testimony that was 
presented by the lending agencies themselves who brought this about, 
you will find that it was to replace—I think it was their idea—the 
direct loans, not exactly replacing it, but it was to make the loan so 
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that the Government would not be in the lending business any more 
than necessary. 

The Cuarrman. I agree with that. 

Mr. Stone. That is the way we tried to work it out.so we want now 
every loan that is possible to be made through VHMCP or other lend- 
ing agencies, and then we want to have the ability to take up the slack 
where they cannot make it. We cannot make every loan applied for 
and neither can VHMCP; that is, every loan that is applied for. 
There is usually about a 42 percent shrinkage in applications from the 
actual loan that is completed. 

We have a lot of areas where the earning power is not high enough 
to support the purchase of a house at today” scosts. Houses have gone 
up. The cost of new homes is probably 12 to 15 percent higher than 
it was 2 years ago, and the VHMCP is trying to help out in rural 
areas by le nding 1 money to builders there so that they can build homes 
in that area. They have done a grand job. 

Mr. Ayres. Let’s start on the premise that it was the intent of Con- 
gress that $150 million for the fiscal year would handle the direct- 
loan needs. 

Mr. Stone. May I ask you a question there? 

Do you mean that Congress meant that we were to absolutely lend 
$150 million? 

Mr. Ayres. No, it was the intent of Congress that the $150 million 
would handle the need. In other words, we might have some left 
over. I think the crux of this has not been br ought out yet. VHMCP 
supplemented the direct-loan program, as you have pointed out, making 
it possible for the Government to stay out of the lending field as 
much as possible. 

Now, the charge has been made here in the hearings, indirectly, that 
veterans were deprived of the right to get a loan because of the slowup 
caused by VHMCP. Can anyone here give us the mortgage value of 
the loans that have been made under VHMCP ? 

Mr. Sronr. From veterans alone? 

Mr. Ayres. Yes. What was that total? 

Mr. Sronr. Mr. Viner could probably give you that information. 

Mr. Viner. Mr. Cole pointed out yesterday, through December 31, 
1955, 6,027 direct-loan applicants whose applications had been referred 
to the VHMCP had received loans through us rather than through 
the direct-loan program. 

Mr. Epmonpson. Had they received them or had loans been com- 
mitted ? 

Mr. Viner. Committed. 

Mr. Epmonpson. Committed but not yet received ? 

Mr. Viner. As Mr. Cole told you, we are just switching to IBM, 
and we do not have exact figures, but the estimate I would ‘be willing 
to stand on through February of this year would be about 9,700 direct- 
loan applicants w "ho have obtained commitments from private lenders 
through the VHMCP. That is exclusive of all of the other people. 

That comes to about $73 million. 

Mr. Ayres. That is $73 million that would normally go to the direct- 
loan program ? 

Mr. Viner. That is right. 

Mr. Ayres. And you estimate that you will put out about $30 
million by the end of February ? 
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Mr. Stong. We cannot state that. 

Mr. Ayres. Then we can just go on the $15 million, so that gives us 
$98 million that has been allocated to veterans who normally would not 
have been able to get loans if it had not been for the direct loan 
program. So, actually, we are in about the same situation that we 
were in before the VHMCP came into existence. 

As I recall, when this came up about 2 years ago, when we had 
our hearings, you had put out about $100 million so actually the 
VHMCP has supplemented the direct loan programs, we have more 
money left, and if we can cut through some of the redtape and handling 
process the VHMCP will pr ovide | perhaps $100 million in mortgages 
that we would not have had otherwise; is that correct 

Mr. Strong. It is our desire to see that the veteran who is eligible 
gets a house. 

The Cuamman. Mr. Viner, does VHMCP feel that it should be 
mandatory, or do you feel that there are certain areas where you 
should be able to go ahead with direct loans ? 

Mr. Viner. We have informed the Veterans’ Administration and we 
are still unable to place any VA loans at all in Alaska, so we have told 
the VA just recently, having determined that we are not doing any- 
thing in Alaska on VA loans that they might just send the direct loan 
applics itions out to the Alaska applicants, which they would have done 
before we came into the picture. I know of no other area, with the 
possible exception of Guam and the Virgin Island—— 

Mr. Epmonpson. When did you send that notice with regard to 
Alaska? 

Mr. Viner. It must have been about 2 weeks ago. 

Mr. EpMonpson. How many loans have you made in Alaska? 

Mr. Viner. I hate to say it, but about three FHA’s. 

Mr. Epmonpson. And it has taken you 2 weeks to inform them ? 

Mr. Viner. What we have done is this: When we got our applica- 
tions, we immediately advised the VA that we were unable to place 
them. 

Now we are saving the time of even getting the applications and 
telling VA to send them out directly. It takes about 1 day. That 
was something that could be saved because the applicant had said 
in the application to us that he might as well send it to the VA. 

I can assure the committee that where we find we cannot do any- 
thing for qualified borrowers, we will certainly advise the VA of that 
fact, just as when the VA gets a report that there is a need for funds 
in some area that is not ‘eligible for direct loans we immediately 
check into it. Most of those areas have turned out to be eligible for 
us. We have many more areas than the direct-loan program. 

When the VA requests that we see what we can do in an area that 
has not been previously eligible for direct loans, we declare it eligible 
if the reasons seem convincing and they always have been so far. 

Mr. Epmonpson. What other areas have you so declared other 
than Alaska? 

Mr. Viner. None have been declared impossible, but where there 
is apparent need that they are not eligible for direct loans, if it is 
not eligible for our loans, we have declared it eligible provided it 
meets this need of nonurban area. 

The CuarrmMan. You do feel that it should be mandatory that they 
should refer all cases to you people? 
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Mr. Viner. I feel that that was the intent of the legislation and 
the legislative history. 

The CuHarrman. We have a bunch of counties in the United States 
where a loan had not been made in the whole history of the program. 

Mr. Viner. I realize that. I have seen the program and you 
would be amazed at how many counties there are from which we 
have never received an application. Some of these areas are differ- 
ent from others. We have a number of growing towns and small 
communities which have a desperate need for funds. We think we 
are meeting that need. Where we cannot make it, the VA is always 
there to make loans to those who are qualified. 

There are areas that were formed and they are moving off the 
farms and into the towns. We have had had a county w here there is 
no apparent demand. We cannot generate the applications. 

The CHarrmMan. Would it not be possible for you people to allocate 
money in an area without going to each individual applicant? Is 
there not some way that you could do that to speed up the whole 
thing so you do not have to go into each individual case? If the 
property is good and the V A recommended that, you could have 
money available, and it would not take any 45 days. 

Mr. Viner. Mr. Chairman, it does not take 45 days on qualified 
applications. We have a requirement that within 4 working days 
the lender to whom we refer the application let us know by a special 
post card that he is interested in the application. When that hap- 
pens, as soon as he has made his inspection of the property and has 
interviewed the applicant, which, of course, may take part of the 45 
days—in fact, 20 days will be a little tight for us, but we think we 

‘an manage now that we are running very smoothly. These appli- 
sants that are fully qualified by priv: te lenders’ standards—and these 
are liberal standards, as Mr. Cole pointed out—under the direct-loan 
program, we do not take the 45 days, and the only day after our 
placement of the loan can come up is the normal delays just as are 
faced in any Government-insured guaranty program obtaining the 
appraisal reports and the various other papers that protect both the 
country and the others against any defect in the mortgage and the 
closing date is always beyond our 45 days unless there is a very. 
very quick receipt of the appraisal report so that our processing is 
purely this referral process, and we are urging our leaders to hurry 
up and get those loans closed as fast as the mechanics of the mortgage 
business will permit so that we do not feel that we are delaying appli- 
cations. The only ones who are delayed are those who are unable 
to get a loan through us. The delays there, as we have maintained, 
are of much less significance than the delays that would have occurred 
had there been a long waiting list, which we helped the VA wipe out 
by June 30 of last year. 

We think, as Mr. Sweeney said today, that there is no waiting list 
now at all, and we have no dearth of funds for private loans “that 
could meet the lenders’ standards nor does the VA. We cannot stimu- 
late applications that are not coming in to us. 

Mr. Epmonpson. Mr. Viner, if you have 9,000 direct loan appli- 
cants to whom commitments have been made as of your latest figure 
that you have during the life of the program, what is your present 
estimate as to the number of direct loans that will be closed in this 
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fiscal year? Can you give us an estimate? The number of VHMCP 
direct loans is what I am referring to. 

Mr. Viner. We are estimating that by the end of this fiscal 
year, we will have done about $150 million worth of business, $150 
million of placement; that the next year will probably be up as high 
as $150 million because our program, as we pointed out, involves many, 
many loans to builders or to the individuals buying in minority- 
group projects who have been unable to get financing heretofore, so 
the VA vo ents has been relatively 

Mr. Epmonpson. I am struck by the coincidence that you are going 
to come out with $150 million in this year. I am wondering if there 
is any explanation for that being the figure that you arr ived at. 

Mr. Viner. That is based on the trends of our volume, and it is 
our best view, Mr. Chairman; to use Mr. Sweeney’s words, it is our 
best “guesstimate.” We will be pleased if it is more than that, but 
our performance since the early days, from i most of the com- 
plaints arose, has improved. We have had : rising volume and 
much greater success than we had in the early Waitin 3 in getting 
started. 

Mr. Epmonpson. Let me analyze that guesstimate that you have. 
You have 9,000 committed at this time, and that is from the first of 
the program. 

Mr. Viner. That is correct. 

Mr. Epmonpson. If we give to those 9,000 loans an average value 
of $8,000, which I think is a little high 

Mr. Viner. It is a little bit high. 

Mr. Epmonpson. If we give $8,000, you have $72 million presently 
committed in actual process of being closed. Are you telling us that 
between March 14 and June 30 you are going to make an additional 
$80 million in loans to direct loan applicants ? 

Mr. Viner. No, sir; the $150 million is our estimate of the total 
placements, direct loans and others. 

Mr. Epmonpson. I asked you for an estimate of how many VHMCP 
loans were going to be made to direct loan applicants who are veterans 
under the VHMCP program. 

Mr. Viner. I would have to do a little figuring on that. 

Mr. Epmonpson. But you are satisfied that it is going to come out 
of the figure that you gave of $150 million total ? 

Mr. Viner. Assuming that estimate is correct, although we hope the 
estimate is low. 

Mr. Weaver. You mentioned that VHMCP had made three loans 
in Alaska; is that correct ? 

Mr. Viner. I think so. 

Mr. Epmonpson. He said they were FHA. 

Mr. Weaver. What was the reason for finally referring all of those 
back to the VA for direct loans? Was it because of the fewer appli- 
‘ations that you had in or was it because of the fact that private 
‘apital did not want them ? 

Mr. Viner. The situation in Alaska is such that servicing is ex- 
tremely difficult. We have decided that until we can find some device 
by which we can arrange for servicing, that is one of the areas that 
has been neglected in the mortgage market because building costs are 
extremely high, and it means that a house in the St: ites is worth 
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considerably more than in Alaska, which, gives qualms to the lender, 
and pending the time when we can make arrangements for VA guar- 
anteed loans, we will give them every opportunity. 

Mr. EpmMonpson. Can we conclude that you are going to deny the 
release for southeastern Oklahoma to make direct loans? 

Mr. Viner. If the facts are that we are unable to place loans in 
those counties, we will certainly not deny that. Our relationship 
with the VA has been one of cooperation. 

Mr. Epmonpson. Those counties are not in my district, but I was 
impressed by the fact that Mr. Stone said he had a request for freeing 
those counties without going through WHMCP, because no loans 
were made down there. Now you say you know of no loans. 

Mr. Weaver. I would just like to say that even though you say 
there are no counties where VHMCP will not go in and make loans, 
I still feel that you are not being fair to the veterans in those areas, 
since you are not permitting the VA to go ahead on the direct loan 
basis. 

Mr. Viner. The same is true with the VA. 

Assume that this is 1954 and we are not in the picture. If the VA 
does not receive applications, it cannot make loans either. If we 
discover an area—— 

Mr. Weaver. How many counties have you had, Mr. Stone, where 
there have been no applications from the rm areas. 

Mr. Srone. I would not have any ide: 

Mr. Jenkins. Mr. Weaver, in your own State of Nebraska, there 
are 3 counties, and in the 10-year history of the guaranty-loan pro- 
gram, there has never been a guaranteed loan. Despite the fact that 
the private lenders of that area have never been able to make a loan, 
according to Mr. Viner, they are going in there and making loans; 
3 such counties in Colorado, 3 in San Antonio region of Tex: as, and 
many, many counties in the United States are involved, and in 10 
years there has never been a guaranteed loan made. 

Mr. Viner. If I may comment on that statement, that is what the 
VHMCP was formed for. 

Mr. SuHvurorp. You quoted a figure of 9,000. Are those commit- 
ments or simply applications? 

Mr. Viner. Those are commitments. 

Mr. Suvurorp. How many of those 9,000 are VA? 

Mr. Viner. All of these 9,700 run through February 20 and are 
the loans only to VA direct-loan applications. 

Mr. Suvurorp. These are all Federal loans, the 9,000 ¢ 

Mr. Viner. Resulting from applications made by applicants re- 
ferred to us by the VA who have come in for direct loans. 

Mr. Suvurorp. How many applications have you had for the period 
that. you have a record there of VA loans that you have not had 
commitments for?) How many have you turned down ? 

Mr. Viner. I will have to go back to December 31. I am sorry; 

I did not bring my full statistics with me. The figure of 6,027 which 
I believe I gave earlier, which was the direct-loan applicants receiv- 
ing commitments through us up through December 31 represented 
a total of 35 percent of all of the direct-loan applications we received 
from the beginning. 

As I pointed out yesterday, we are now placing up to 44 percent. 
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Mr. Suvrorp. Let’s not get up ahead of us. Let’s stay back where 
we were. 

Do you have that broken down’ For what reasons were the loans 
turned down ? 

Mr. Viner. On pages 9 and 10 of the table which Mr. Cole men- 
tioned in his testimony, headed “Reasons for Termination of VHMCP 
Processing of Loans Not Placed”—— 

Mr. Suurorp. That is by percentages, but you have not broken it 
down as to numbers. 

Mr. Viner. It could be done. I can supply the committee with the 
figures. 

Mr. Suvurorp. Would you supply the committee with a list of the 
applications for VA and the number of loans that have been made, 
the time it took to make the loan—I mean complete the loan from 
the date of the applications—those that were turned down, the date 
they were turned down, the date of the applications, and the date it 
was turned down, and the reasons therefor. Can you give us that? 

Mr. Viner. We cannot do that. 

Mr. Saurorp. How much can you give us? What can you give us? 

Mr. Viner. We can give you some of the information. Giving 
you what you request would give us facts that we do not have. It 
would require going through ‘the files in detail. We have the com- 
mitments from the lender. 

Mr. Suvurorp. Can you give me the ones turned down because the 
builder or the seller would not pay the discount? Can you give me 
the number on that? 

Mr. Viner. Certainly we can give you that. 

May I qualify that one bit. I can give it to you for the months 
of November and December. Our reports from IBM are late and 
will not be in until probably 3 or 4 weeks from now. 

Mr. Suvrorp. That is all right. I would like to have those figures. 
I would like to have November and December, and when the others 
come in, you can give them to me. 

Mr. Viner. The 6.8 of turndown applications does not refer to 
this, but if you consider the few who are willing to absorb a discount 
of 2 or under, then that refers—— 

Mr. Suvrorp. I do not want any FHA. 

Mr. Weaver. Going back to the States Mr. Meadows mentioned, 
where no guaranteed loans have been made, why would you say that 
that is the case? 

Mr. Viner. I wish I knew. 

Mr. Weaver. In other words, it must have been because private 
lending capital was not available. 

Mr. Viner. At the time, but as I understand it the statistics of the 
Veterans’ Administration which give the county-by-county VA- 
guaranteed loans made are made on the basis of the issuance of cer- 
tificates of guaranty. That is when they punch out their IBM card. 
That can be sometime after the closing of the loan. We are so new 
that very few of the placements that we have made have yet been re- 
placed in the statistics. They are beginning to show up now. 

Mr. Weaver. In other words, the VA- guaranteed loans were not 
made there because the private money was not available, so what 
makes you think private money will become available now ? 
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Mr. Viner. We believe it is available, and any qualified applicant 
in any part of this country has a good chance of placing an applica- 
tion with a private lending institution. 

Mr. Weaver. I do not agree with you, and that is why I feel those 
particular counties, not just those in my district, should be referred 
to the VA. 

Mr. Epmonpson. I could not agree with anyone more than the state- 
ment you just made, Mr. Weaver. 

Mr. Viner. If we find we cannot place loans in any part of the coun- 
try, we will make agreements. 

“Mr. Weaver. You will find you cannot make them in that county 
and this is a forewarning on the basis of past history. 

Mr. Vixer. We cannot make them if we do not have the applica- 
tions. 

Mr. Weaver. I think the point is the veterans know they cannot get 
the private capital. 

Mr. Viner. That is what we have to tell them. That is what we hear 
from minority groups. They say, “We have never been able to get it 
before,” and we have placed every single minority group applic ‘ation 
that we have received with one exc eption. The same thing is hap- 
pening in our program which is designed to fill that very gap ) that you 
are referring to, Mr. Weaver. 

Mr. Weaver. The groups that are penalized are in the rural areas, 
and you have it from a record of history if you go to that and you find 
that it is obvious and apparent that it should ‘immediately go to the 
VA. They have the funds to take care of them. 

Mr. Viner. We came into the picture for the very specific pur- 
pose of remedying the situation you are talking about. 

Mr. Weaver. You do not feel that any loans could be made on a 
direct basis other than those referred to you first, and then find out if 
the private lenders will not go on the deal. In other words, the 
burden is all placed on the bac kk of the veteran. That is what you are 
saying by that admission. 

Mr. Viner. I am saying that private capital is available and the 
applicants—— 

Mr. Weaver. You do not know if it is available. 

Mr. Viner. Let me explain how we work this. When the program 
started and we continued this regularly, we have obtained statements 
from hundreds of lending institutions giving us by exact areas or parts 
of counties from which they are willing to entertain applications for 
obtaining assistance in loans. We have sent out lender activity cards 
for each county in the country where a particular lender will make 
loans, and for the counties in Nebraska, we may have anywhere from 
3 to 2, perhaps in some of the less well covered areas, up to 30 lender 
cards in that roster for the county. When we get the application, we 
immediately go into the roster. We do it on a rotation basis. The 
first lender who comes in gets the application and it is stuck together 
and the application goes out to that particular lending institution. 
If he rejects and we still have time, and we usu: lly do, we refer it to 
another lending institution who has also agreed to lend in this county, 
and we refer it to him. We keep on our referrals until we have to 
give up hope, because there has been a strong underwriting reason 
for rejecting the application or because the time limit has expired, in 
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which case we immediately return the application to the VA regional 
office and they immediately start processing the application tow vard a 
direct loan, and, of course, they apply their own lending standards 
which are similar to the lending standards of any lending institution 
that has to be concerned with lending credit on property, and so forth, 
and nobody is being denied a loan except this small fraction. 

Mr. Weaver. I would just like to make this observation. I sympa- 
thize with the VHMCP that they are new in getting their machinery 
into operation, but it is certainly obvious to me that it is defeating the 
purpose of the direct-loan program because of the newness of your 
position, and the time it takes to get into operation for the VA to make 
direct loans where veterans cannot secure them through private cap- 
ital. That is my observation, and with $130 million left out of $150 
million, the veteran in some areas is not able to get direct loans. 

Mr. Viner. My personal opinion is that—— 

Mr. EpmMonpson. Just a minute. I am interested in these observa- 
tions but we are 15 minutes past recess time. We will hear your 
observations but I have records here indicating that Mr. Walker, Mr. 
Olson, and others are waiting to be heard and we are going to try to 
hear them this afternoon. If there are further witnesses who desire 
to be heard I would ask that they contact the staff. 

Mr. Stone, ” Sweeney, and Mr. Daley, we thank you for your 
presentation. I do not think it will be necessary for all of you to come 
back here this afternoon, but if you could spare Mr. Sweeney, we 
would appreciate it, since there may be some questions that the com- 
mittee would want to ask him. He is probably the busiest man over 
there but we still need his help and his facts at times and we would 
appreciate it if he could stand by this afternoon. Of course, we would 
be happy to have you gentlemen return to the hearing this afternoon, 
too, if you care to, but we do not want to detain any of you gentlemen 
longer than is necessary. 

The subcommittee will stand in recess until 2 p. m. 

(The subcommittee recessed at 12:15 to reconvene at 2 p. m. of the 
same day.) 

AFTERNOON SESSION 


Mr. Epmonpson. The subcommittee will come to order. 

If Mr. Walker has not come in as yet we will ask Mr. Hafey of 
AMVETS if he would like to give his statement at this time. 

Will you state your full name, please, and the capacity in which 
you appear. 


STATEMENT OF JAMES W. HAFEY, ASSISTANT NATIONAL SERVICE 
AND LEGISLATIVE DIRECTOR, AMVETS 


Mr. Harry. Mr. Chairman and members of the subcommittee, we 
uppreciate this opportunity to present AMVETS’ views on H. R. 9288, 
9264, and 9136. 

In our judgment, the proposals embodied in these bills, if enacted, 
will constitute a major step in correcting many deficiencies presently 
existing in the laws governing the veterans’ loan guaranty program. 
It has been several years since the enactment of many of these laws 
by Congress and during this period of time there have crept into this 
program many undesir: rable practices which can be remedied only by 
amendatory legislation. 
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It is readily apparent that the direct-loan program, as presently 
administered, is not operating as intended. H. R. 9288 or similar 
bills, H. R. 9259, 9263, and 9283, which would expedite action on the 
processing of applications for direct loans, will, in a great measure, 
rectify the situation as it exists today. 

Too many veterans in rural areas, applying for direct loans, have 
become enmeshed in redtape by having their applications either placed 
on a waiting list or referred to an agency supposedly created to ex- 
pedite such loans and finally to be informed that their applications 
have been denied or, if approved, to discover that the long delay has re- 
sulted in the purchase of the property by someone else. This situation 
is unique when, in fact, the Veterans’ Administration has ample funds 
to grant such loans. 

The proposed bill will initially place the burden on the Adminis- 
trator to approve or reject any application for a direct loan. This pro- 
cedure would be to the advantage of the veteran in that a decision 
would be rendered on the application almost immediately. This 
method of proceeding would also assure prompt disposition of the 
application, and, more important, would assure approval of such 
application provided the veteran is otherwise eligible. 

We express our approval of the second feature of this measure in 
that it precludes the Veterans’ Administration from disapproving a 
loan unless there are sound and substantial reasons for doing so. 

We have reviewed the provisions of H. R. 9264 or similar bills, 
9260, 9282, 9287, and 9362. 

The first provision contained in H. R. 9264 would restore to the 
veteran entitlement to loan privileges any time prior to January 31, 
1965, provided the facts are in accordance with the stipulations as 
set forth in section 500 (a), title III, Servicemen’s Readjustment Act 
of 1944, relative to the loss of his property or the necessity to dispose 
of it. This is especially beneficial legislation in that it insures those 
veterans who through no fault of their own have disposed of their 
homes or have been the victim of an unfortunate circumstance, an 
opportunity to once again purchase a home under the restored bene- 
fit, AMVETS heartily approve this proposed legislation. 

We are in agreement with recommended legislation, also contained 
in this bill, that would cure an apparent tec hnie: ality in the Adminis- 
trator’s procedure relative to the adjusting of reasonable value origi- 
nally set out by the appraiser appointed by the Administrator. 

As a consequence of the technicality in the law—and this subcom- 
mittee in their report points out that such technicality does exist— 
lenders in many States have withdrawn from loan guaranty programs, 
thus reducing the opportunities for veterans to obtain loans. Since 
this proposed legislation would tend to increase the supply of money 
for home loans to veterans, we urge its passage. 

We are in accord with the provisions contained in H. R. 9264 calling 
for a veteran to certify, at the time of closing his loan, that he intends 
to occupy the purchased pr ‘operty as his home and also that the certifi- 
cation of any loan for repairs should state that such loan is for repairs 
on a house which he occupies. 

In connection with this proposed legislation, the national executive 
committee of AMVETS, in conference assembled in December 1955, 
adopted the following resolution : 
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Whereas the VA loan guaranty program for World War II veterans is drawing 
to a close and further entitlement to home loan guaranty will expire on June 30, 
1957 ; and 

Whereas individual personal circumstances will not permit many World War II 
veterans to use their GI home loan guaranty prior to the expiration date; and 

Whereas it has been reported that in many areas unscrupulous persons are 
enticing veterans to sell their VA loan guaranty entitlement; and 

Whereas such a practice is not only illegal but casts a shadow upon the 
integrity of all veterans while besmirching the fine record of achievement in this 
program : Now, therefore, be it 

Resolved, That AMVETS herewith expresses its repugnance at this un-Ameri- 
can practice of the illegal sale of entitlement to VA home loan guaranty and 
every available facility be used to educate veterans of the ramifications inherent 
in this evil practice. 

We feel that such legislation will tend to curb abuses which have 
been brought to light by the investigation of this subcommittee in this 
phase of the home loan program. 

The last major legislative measure in this bill would relieve the 
veteran of liability upon the sale of his GI home to a purchaser, vet- 
eran or nonveteran, who contracted to purchase such property and who 
was otherwise financially qualified to enter into such an agreement. 
Being aware of the need for legislation on this subject, delegates to the 
most recent national convention of AMVETS unanimously adopted 
a resolution strongly urging that such legislation as herein proposed be 
enacted. 

A veteran has a right to sell his home, and it is basically inequitable 
that he should be made to live in fear that at some future date he m: Ly 
become liable because the purchaser has defaulted. We strongly 
advocate the passage of this measure. 

Also before this committee is H. R. 9136, a bill to amend the National 
Service Life Insurance Act of 1940 to authorize the Secretar y of the 
Treasury to purchase loans guaranteed under the Servicemen’s Read- 
justment Act of 1944 from ‘the national service life insurance fund, 
and for other purposes. 

Basically, we, as a veterans organization, are interested in any 
legislative proposals that would generally make money available to 
veterans for home loans at a reasonable discount. This legislation 
suggests a means of accomplishing this objective, thus alleviating a 
situation wherein it would be difficult for veterans to obtain loans 
except at high discount rates. Since the enactment of this legislation 
would enable more veterans to buy homes, we urge its favorable 
consideration. 

At this time we wish to take this opportunity to highly commend 
this subcommittee for the outstanding work that it has performed in 
undertaking its recent housing investigation. AMVETS feel that 
vou have rendered an outstanding service to the veterans of this coun- 
try, and, on behalf of the veterans of World War II and the Korean 
conflict, we thank you most sincerely, 

With your permission, Mr. Chairman, we wish to submit a digest 
of resolutions in the field of housing as adopted at our last national 
convention. We respectfully urge that the subjects contained therein 
also receive favorable action by this committee. 

Mr. Epmonpson. You have them available? 

Mr. Harry. Yes, sir, I have them. 

Mr. Epmonpson. We will be very glad to receive them, and, with- 
gut objection, they will be made a part of the record at this point. 
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(The material referred to follows:) 


DIGEST OF RESOLUTIONS ON HouUsInGe Aas ApopTEp BY AMVETS NATIONAL Con- 
VENTION ASSEMBLED IN PHILADELPHIA, PA., IN SEPTEMBER 1955 


Resolved, That our Government make a more thorough investigation of the 
purpose and the individuals who make application for a Government franchise 
to originate and service Government insured and guaranteed mortgages, and 
check into the mononolies formed by certain overly ambitious residential build- 
ers who now control building companies, insurance companies, real-estate com- 
panies, banks, and mortgage companies ; 


Resolved further, That we call upon the Federal Housing Administration to 
scrutinize more carefully the individuals and their purposes on those seeking 
FHA licenses. 

Resolved, That we urge the House Committee on Veterans’ Affairs to study 
the practice of transferring existing mortgages in the sale of GI guaranteed 
homes with the view of establishing safeguards that will protect the interest 
of the veteran homeowners should they sell their GI guaranteed homes. 

Resolved, That we endorse a 3-year extension of the GI home loan program 
for World War II veterans. 

Mr. Epmonpson. I want to say that we appreciate the fine statement 
which you have made on behalf of your organization. And, of course, 
it was pleasing to us to have the complimentary language "regarding 
yo subcommittee. 

I do think that a very substantial portion of the credit in the in- 
vestigations conducted by this sube ‘ommittee must go to the staff of the 
committee who have really done yeoman’s work in conducting pre- 
liminary investigations and i in preparing for the actual field hearings 
in difierent communities in the country. 

I also want to express the appreciation of the subcommittee to repre- 
sentatives of AMVETS as well as to representatives of the other vet- 
erans’ organizations who have been most cooperative and helpful in a 
number of instances where we have had hearings in the field and have 
had their help in assembling information and contacting witnesses. 

Do you have any questions or comments, Mr. Shuford ? 

Mr. Suvrorp. No. 

Mr. Epmonpson. Mr. Ayres? 

Mr. Ayres. No. 

Mr. Epmonpson. Mr. Weaver ? 

Mr. Weaver. No questions. 

Mr. EpmMonpson. Thank you very much. 

Has Mr. Walker come in as yet ? 

Mr. Waker. Yes, sir. 

May I have Mr. Viner come up? 


Mr. Epmonpson. We will be very pleased to have him. We have- 


some unfinished business with Mr. Viner, and he had a statement he 
wanted to make further. When you complete your statement I will be 
glad to hear from him further. 


STATEMENTS OF OLIVER WALKER, MEMBER, NATIONAL COM- 
MITTEE, VHMCP; AND ARTHUR M. VINER, EXECUTIVE SECRE- 
TARY, NATIONAL COMMITTEE, VHMCP 


Mr. Wacker. I am Oliver Walker. I am a member of the national 
committee, representing the real-estate boards. In addition to being 
a realtor, 1 am also a mortgage banker actively making loans through- 
out Virginia, Maryland, and the District of Columbia. I am also 
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president of a small life-insurance company. I say that to round it 
out. I donot represent them. Iam only speaking for the committee 
and for the real-estate board, but I tell you that for my experience. 

Mr. Epmonpson. What is your mailing address, Mr. Walker ? 

Mr. Waker. 1200 15th Street, W: ashington, D.C, 

Mr. EpMonpson. You may proc eed with your statement. 

Mr. Wacker. I am speaking extemporaneously. 

However, I want to try and impress on you my opinion that the 
Voluntary Home Mortgage Credit Program is a success. It is a new 
program. We have been or ganized a “little less than 2 years. We 
actually have not been in oper ration a full year. It was quite a task to 
start organizing and set the regional committees up and set the records 
up and ‘to set the procedure up. And it has also been a difficult task 
to educate or encourage the financial institutions to make these kinds 
of loans. 

Mr. Epmonpson. How long have you been 
VHMCP? 

Mr. Waker. Since its inception. 

Mr. Epmonpson. From the start ? 

Mr. Waker. From the start. 

Mr. Epmonpson. Did you participate in the discussions that led 
to the decisions on joint policy by the VHMCP ? 

Mr. Waker. I have attended all of the meetings, and we have had 
many discussions on it. 

Mr. Epmonpson. Was this 2 percent figure that was more or less 
set as a standard on discounts one that was recommended by industry 
representatives ? 

Mr. Waker. It was recommended unanimously by all the industry 
representatives on the committee. 

Mr. Epmonpson. Did the VA concur in that decision in the nego- 
tiations ? 

Mr. Wacker. I believe the negotiations were held between the staff 
and it was brought up to the committee for approval. 

Am I correct in that? 

Mr. Viner. That is right. 

It is my recollection, Mr. Chairm: in, that the suggestion originally 
came from the VA, some way of figuring out a way or finding out 
what a reasonable discount was because there were so many questions. 

The original rule said that the VA would not make a direct loan 
if a veteran was offered a loan on reasonable terms which were con- 
sistent with those in the nearest metropolitan area. 

In some of those remote areas it was so far from a metropolitan 
area that finally the VA made the suggestion, which, as Mr. Walker 
said, was unanimously agreed to, as a wor king arrangement by the 
national committee. 

Mr. Epmonpson. You heard Mr. Stone’s testimony this morning. 

Mr. Warxer. Yes. 

Mr. Epmonpson. Did you hear his statement that he felt the time 
was ripe to discuss bringing that figure down to 1 percent? 

Mr. Wacker. The time is always ripe to discuss it. 
favor of it. 

Mr. Epmonpson. You are not in favor of bringing it down to 1 
percent ¢ 
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Mr. Waker. That iscorrect. I do not think the market has reached 
that point yet. I think it will soon reach the point unless we have 
a tremendous rush of building and veterans’ loans because of the 
ending of the program. It depends on supply and demand entirely. 
Money, like grain, cotton, wheat, or anything else, runs according 
to supply and demand. If the present economy and if the present 
trend of savings continues I think we most probably will be in a par 
market before the end of this year. This is based upon present build- 
ing. 

Mr. Epmonpson. Are you speaking of this fiscal year or calendar 
year / 

Mr. Wacker. The calendar year. I am thinking of the calendar 
year. 

May I continue with the program / 

Mr. Epmonpson. Yes, sir. 

Mr. Wacker. The ordinary practice of large institutional investors 
in the past has been to loan in the cities. The reason is very funda- 
mental. They can look at more houses. Most of the loan-application 
requirements made you give a density of population. They would 
loan in a new area that was 40 or - percent built, but they would not 
loan in a new area that was 10 or 15 percent built. 

I have always operated in some of the small towns. 

Mr. Suvurorp. May I ask a question right there ? 

Mr. Waker. Yes. 

Mr. Suvurorp. Would they loan in an area that is 100 percent built 

Mr. Waker. Oh, yes. That is preferable, if it is not too old. Of 
course, you get into 100 percent built—— 

Mr. Suvurorp. It starts going down. 

Mr. Waker. It starts going down. 

Mr. Suvrorp. What would be the best area for loans? About 75 
to 80 percent built ¢ 

Mr. Waker. The new area in which from 70 to 90 percent built is 
by far the best area. 

We have always liked loans in small communities, especially county 
seats. I have made loans in all of the counties in Maryland and 
northern Virginia. I don’t operate too far in Virginia because 
Richmond comes in that jurisdiction. 

I happen to also have a Baltimore office which gives me an oppor- 
tunity to operate all over the State of Maryland. 

Back 10 or 12 years ago it was difficult to get the large institutions 
to go into a town of 40,000 or 50,000 because they had a small staff 
and they had ample loans in the cities. The trend has been moving 
from the cities into the smaller towns. I think it has been generated 
a lot by the decentralization of industry. A lot of these smaller 
towns and a lot of the country towns now have plants and payroll 
with what we call more stability. 

Many companies, though, when this program was started, just 
would not consider anything out of town. And in some 15 to 18 
months we have educated a majority of institutional investors of the 
country to start making loans in small towns. 

If you will look at the curve of our program it is increasing all the 
time. And I am confident it is going to increase. I am confident 
once these lenders see the satisfactory record of payment of the 
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person in the small towns and the rural communities they will find 
that is favorable lending. 

It has to make its mark in the market. 

Frankly, if we had not had a financial tightening of the market 
last summer I think our program would be doubled. The discount 
situation is bad; I agree with that. But, like anything else, Govern- 
ment bonds are selling at, some of them, 4 percent discount now. 
The discount has slowed our program down, with out any question, 
because we have had that to fight. 

Builders, the large builders in the cities, are more accustomed to 
absorbing the discount than the smaller builder, the smaller 
builder that is selling in the country. 

Now another thing: the reason for the slowness of the setting-up 
procedure, when you have a loan 50 or 60 miles away remember ‘that 
appraisers are expensive people. Loan officers that make these loans 
and pass on them are expensive people. 

And | also want to caution, as a practical lender, about trying to 
make us do it too quickly. You can see that if we have to put 1 man 
on to go 75 miles to look at 1 house, we have incurred a much larger 
cost of operation, which has to be taken into consideration in the 
charges that you make. If you make construction loans in remote 
areas you have to make many more inspections. However, a number 
of companies have set up a system of i inspect ion. For instance, I know 
of two companies who were great in the farm loan market, one of 
them being the Bankers Life of Des Moines, Iowa, which we represent 
in this area. They have made farm loans. And immediately when 
this program came in they started their farm men on regular circuits 
of tours with a scheduled routine. They have done an outstanding 
job of taking these loans in small communities. 

The Prudential Life are doing the same thing. I think the other 
companies will get used to this routine, and we will be able to get 
it up. And, in my opinion, as it goes forward they get used to it 
after you get the areas approved and they pass the committees. It is 
much easier in the future. 

I also know that it is much easier to sell a conventional loan—which 
has nothing to do with this program—in a small community now than 
it was before. Anybody that is from a small community—and I say 
this without criticism—knows that the local bank or the local building 
association or the local investor—and lots of money in small commu- 
nities came from the rich residents of the community who made loans 
on properties—has had a rate of 6 percent. 
a great deal. 

On going to National Real Estate Board conventions where I have 
put programs on and had 300 or 400 people in the room, I have had 
a lot of them say that it makes it easier, They will talk a little lower 
interest rate. It is easier for us to get regular financing. 

We hope this program can have an opportunity to work itself out. 
And it is not easy to train a large financial institution with men who 
have been w orking for it for years who have a pattern set up. There 
is a degree of resistance. And I am amazed. I am sure that many 
loans have been made through our program on poor credits on lower 
discounts than you could get in the city. In other words, we have had 
loans come through our office that I am confident would not be ap- 
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proved in a city. I think it is doing the veteran a lot of good, and 
I think it is doing the small communities a lot of good. 

I think if we have an opportunity to get it going it will help and 
bring money everywhere in the United States. 

I would like to give an illustration. 

The question of Oklahoma came up this morning. I left here and 
went to a mortgage bankers’ clinic that they are having here. There 
was a man from Oklahoma City there, and I asked him if he had 
made loans all over the State. He said, “I think so.” But, to double- 
check, he sent a man out who called. And I am glad to report that this 
banker, who happens to be one of the largest in 1 the country, said that 
he has made loans in every county of the State of Oklahoma. 

Mr. Epmonpson. Would you give me the name of the bank and the 
banker. 

Mr. Warxer. It is T. J. Bettes Co. Their headquarters are in 
Houston, Tex., but they operate in Oklahoma, Arkansas, Louisiana, 
Arizona, and California. 

On the question of discounts, I realize that no one wants to pay a 
discount. I can remember the time when we sold a 4-percent rate on 
veterans’ loans, and we got a premium. We didn’t even charge a 
commission. The investor paid us 1 and 2 percent commission when 
the money market was that way. 

At that time short-term Government bonds were selling about six- 
tenths of a percent. They have gone as high as 2.63. The issue 
yesterday was 2.22 or 2.23. 

The discount is the only method with a fixed interest rate and with- 
out a flexible interest rate. It must be handled at a discount to adjust 
that money market to the yield which the companies can get on other 
comparable securities. 

The mortgage market is in competition with industrial bonds. It is 
in competition with the turnpike bonds, the State issues, the munic- 
ipal issues. 

For instance, we had one of our companies this week that said, 
“Well, why buy GI’s at 99 from you?” I was trying to raise our 
price, ‘which we are alw ays trying to do. They said, “Why buy GI’s 
at 99 from you when we could just buy Illinois turnpike bonds which 
have a tax feature at 4 percent ?” 

So that is the question. 

And, if the discounts are restricted too much, the same as when the 
interest rate was 4 percent and the discounts were restricted, you will 
drive the money out of the mortgage market, and you will. be doing 
the veteran a disfavor. They w ill go into bonds and they will go into 
other investments. 

What we want to do is get as much of the savings of the country 
into the mortgage market as possible, and make it easy not only for 
the cities but for the small communities. 

Thank you. 

Mr. EpmMonpson. Do you have any questions, Mr. Shuford ? 

Mr. Suvrorp. What is your interest rate around here, Mr. Walker, 
on conventional loans? 

Mr. Waker. The conventional rate in Washington ? 

Three months ago the banks were charging 5 “percent. They have 
recently reduced to 444. The out-of-town life-insurance companies 
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and savings banks are still at 434. I have money at 434 and 5 and 514 
depending upon the quality of the loan and the quality of the credit 
and the location. 

Mr. Suurorp. What is the interest 

Mr. Waker. You are talking about residential loans. 

Mr. Suvrorp. That is residential. 

What is the interest rate on your GI loan? What is the amount? 

Mr. WatkKER. 414 is the interest rate. 

Mr. Suurorp. 4 and 414% 

Mr. Waker. Yes. 

Mr. Epmonpson. 4144 

Mr. Suurorp. 414% 

Mr. Waker. Yes, sir. 

Mr. Suurorp. On these other loans, your 5 percent, 44% and 434, 
they are conventional loans at par, aren’t they ? 

Mr. Waker. No. We usually charge 1 percent commission. 

Mr. Suvurorp. That is for the ocien ¢ 

Mr. WALKER. Yes, sir. 

Mr. Suurorp. That is equivalent to the finder’s fee ¢ 

Mr. Waker. That is correct, yes, sir. In other words, that is the 
cost of putting the loan on the books, of sending an appraiser out and 
doing the processing and handling all the paperwork. 

Mr. Suurorp. But if you want to go and make a loan direct with 
the bank, he will let you have it at 434 or 5 percent ? 

Mr. Waker. That is correct. 

Mr, Suvurorp. That is at par? 

Mr. Waker. But the banks have only sufficient money to lend out 
to their customers. 

Mr. Suvrorp. Just their customers ? 

Mr. Waker. Because they are limited in the amount of mortgage 
loans they can hold in their portfolio. 

Mr. Suurorp. Your GI loan bears a 414-percent interest rate ? 

Mr. Waker. Yes. sir. 

Mr. Suurorp. Then you have 1 percent on that, a finder’s fee or 
originating fee or whatever that is. 

Mr. Waker. It is 1 percent charged to the veteran, but some of 
the title charges come out of it. So the instititution making the loan 
only nets about three-quarters of a percent. 

Mr. Suurorp. He gets three-quarters of a percent, but is 1 percent 
to the veteran / 

Mr. Waker. Yes, sir. 

Mr. Suurorp. That makes it 514 there to the veteran? 

Mr. Wacker. Oh,no. Maybe the first year. 

Mr. Suvurorp. The first year I mean. 

Mr. Waker. The first year. 

Mr. Suurorp. Then, on top of that, you charge a 2-percent discount ? 

Mr. Waker. Well, the discounts vary on the type of loan. 


Mr. Suurorp. 1, 2, or 3,4 or 5. Some places are 4 or 5; are they 
not ? 


Mr. Waker. Yes, sir. 
May I explain it? 

Mr. Suurorp. Yes. 
Mr. Waker. The New England areas, the New York areas 
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Mr. Suurorp. The New England area has got lots of money up 
there. 

Mr. Waker. And they make them at par. There is no discount 
whatsoever because they want to keep the money in the local institu- 
tions. And it varies over the country, depending upon the demand 
for money. 

Some of the newer areas of the country have more loans than the 
companies want to proportion to that area. The insurance com- 
panies or savings banks operating on a national basis try to a certain 
extent—and they are not obligated to—to reinvest a certain portion 
of the sum in the area where they take out premiums. 

Mr. Suurorp. That is right. And one insurance company will say 
“Our quota for the Washington area is so much for this 30 days.” 

Mr. Waker. Yes, sir. 

Mr. Suurorp. And maybe at the expiration of that time they will 
increase that and make is so much for the next 30 days, or they can 
work on a 60- or 90-day program. 

Mr. Waker. Yes, sir. 

Mr. Sivurorp. But the loan companies are getting more on the GI 
loans with the discounts than they are getting on the conventional 
loans; are they not? 

Mr. Waker. No, sir. 

Mr. Suurorp. Of course, they haven’t got as much money on the 
conventional loans. 

Mr. Wacker. It depends upon the discount. A 214-percent dis- 
count is equivalent to about four-tenths of a percent. Say you buy 
the loan at 97. Then it is equivalent to a 5-percent conventional loan. 

Mr. Suurorp. You say at 97. Suppose you buy it at 100 percent? 
What would it be then? 

Mr. Warker. Well, if the out-of-town institution buys it, they get 
414 percent interest from the borrower. They pay the mortgage 
banker who services it, collects it here, one-half a percent, making it to 
4 percent, and then it costs them a quarter of a percent home office 
expenses on a loan. Soa company like Metropolitan Life or Mutual 
will net about 334. 

Mr. Suurorp. How much do they net on the conventional loan? 

Mr. Waker. They will net 414. 

Well, no. They will net about the same. They will net the same 
on a 5-percent conventional loan. But that is only a 60- or 65-percent 
loan on the value. 

Mr. Suvurorp. What is the value on the GI loan? 

Mr. Waker. The maximum is 98 percent. 

I would like to explain that. TI can sell a 10-percent cash veteran 
loan in the Washington-Baltimore area at 99 for 25 years. I can sell 
a 30-year for about 9814. I can sell a 5-percent down for about 98. 
I can sell a 2-percent down for around 9714 to 9814, depending a little 
bit on the circumstances. That is for immediate delivery, a house 
that is ready, that the veteran is going to move into, and you only have 
to close. And closing is slow. Closing and getting your papers to- 
gether on a mortgage loan is a question of 60 to 90 days. 

But if I sell futures, if a builder wants to build a house or some 
houses, and I am selling futures, 10 months’ and 12 months’ delivery, 
the price goes down to 94. That is the builder’s protection. It means 
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that he has that commitment. 
some assurance. 

Mr. Suvurorp. Mr. Walker, the VHMOCOP, that is a group of men 
on the board of directors more or less; are they not ? 

Mr. Watxer. Well, there are two representatives of the insurance 
companies, the savings banks, the commercial banks or the American 
Bankers Assoc iation, the home builders, mortgage bankers, and the 
National Association of Real Estate Boards. 

Mr. Suvrorp. They are the ones that have made the policies for 
this voluntary home mortgage company; are they not? 

Mr. W. ALKER. You might say that. But we do it on advice. The 
Veterans’ Administration, FHA, and Mr. Cole sit in on the committee 
and advise. 

Mr. Suvrorp. They sit on the committee and advise. But this 
committee is the one that realy makes or sets the policy for your loans? 

Mr. Wa.Ker. Well, actually they try to take the law and the regu- 
lations and we only advise them as to what we think you 
the market. 

Mr. Suvrorp (presiding). I want to ask this question: 

Was it your organization or your committee that set the policy of 
the 2-percent discount ? 

Mr. Waker. We made the statement almost unanimous. And 
unless we had a discount equivalent to that—and at that time the dis- 
count was lower; so we were setting it higher—there would be no 
money flowing into this program. 

Mr. Suvurorp. And was it your organization that construed the law 
as being mandatory that the VA 

Mr. W ALKeR. No, sir. 

Mr. Suvurorp. Let me get my question out. 

Mr. Wacker. I don’t-think so. 

Mr. Suurorp. Was it your organization that laid down the rule 
that it was mandatory that the V FA submit all loans to the VHMCP 
prior to making any direct loans ? 

Mr. Waker, I am not sure of myself on that. 
of mandatory 

Mr. Suurorp. It was testified that it was directed as mandatory 
this morning. And I wanted to know if it was your group that 
specified that it had to be mandatory. 

Mr. Water. I think it will get back that we took the attitude that 
if they wanted us to get into this program that we should have an 
opportunity to have those referrals so as to build up people who 
wanted to go into those areas and take the loan. You have to have 
a first time. 

Mr. Suvrorp. But your organization refused to go into it ? 

Mr. Waker. No, sir. 

Mr. Suurorp. Unless it was made mandatory ? 

Mr. Waker. No, sir. 

Mr. Suvurorp. That is not correct / 

Mr. Waker. Not refused. We said that we thought it was the 
intent of Congress in setting up this law to try to get private industry 
to make these loans instead of the Government making them direct, 
and that they should be referred to us. 

Mr. Suurorp. Who directed the VA to submit all the loans to 
VHMCP prior to making a direct loan ? 
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Mr. Waker. My impression from sitting in the meeting was it was 
no directive at all. It was just a discussion and we arrived at a decision 
that that was the best thing to do. 

Mr. Suurorp. Did you arrive at the decision that that was the 
meaning of the law or you just thought that was the best thing to do 
for the loan companies? 

Mr. Warxer. Well, we thought that was the meaning of the law but 
we also thought it was the best thing for everybody concerned and for 
the veteran to do. 

Mr. Suvrorp. And you included the veterans in on it? 

Mr. Waker. Yes, sir; we did. We certainly wanted to furnish 
them with money everywhere. 

Mr. Suvrorp. But it was the idea or the belief of your organization 
that it had to be all of the loans that had to be submitted to the VHMCP 
in order to make the program work ? 

Mr. Waker. No, sir; it was not. It is not exactly the way you are 
putting it. 

Mr. Suvrorp. I am not trying to put wor ds in your mouth. You 
tellme. Iam just asking some questions. 

Mr. Waker. I will put it this way. 

We felt that the intent of the law was that private industry should 
have the first opportuniy to make those loans. And we wanted to 
make them. We wanted to line up the institutional investors to make 
them. We wanted to get these areas approved, and therefore we re- 
quested that they send them all to us. 

Mr.Suvurorp. You requested that the VA send them all to you? 

Mr. Waker. Yes. 

Mr. Suurorp. And you thought the program would fail unless all 
of them came to you? 

Mr. Watxer. No,sir. I don’t think we ever thought of that. I did 
not have it in my mind. I cannot speak for all of the members of the 
committee. 

Mr. Suurorp. Did you think and did the other members of the 
VHMCP suggest that it was the intent of Congress that they should be 
submitted to the organization or the lenders first ? 

Mr. WALKER. We thought it was the intent of Congress that private 
enterprise or industry should have the opportunity to y make those loans 
first. And we thought we could make them. And we have been suc- 
cessful in making a lot of them. 

Mr. Suvurorp. Was it your organization’s idea and suggestion that 
if one of your group agreed to take a loan at a discount, that if the 
discount was not paid that then that veteran was not entitled to a loan 
on that piece of property ? 

Mr. Waker. We took this attitude, that if we charged 98 and they 
could go and get it at par at the Veterans’ Administration, they were 
all going to gooverthere. That is just human nature. 

Mr. Suvurorp. It was suggested by your organization. 

Mr. Waker. Yes. 

Mr. Suurorp. And it was for the perpose of compelling them to 
submit them to your organization first ? 

Mr. Waker. No, no; it wasn’t. 

If we offered them a loan at 2-percent discount, which was above 
the average market at the time that a veteran in a nondirect area could 
get, we thought the veteran ought to pay that discount. 
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Mr. Suurorp. Now do you think that was to the advantage of the 
veteran? Were you working in his interest then when you turned him 
down on that ? 

Mr. Waker. It isto the advantage of all the veterans. 

Mr. SuHurorp. Why ? 

Mr. Waker. Not tothe advantage of the one veteran. 

Mr. Suvurorp. How was it to the advantage of the veteran when you 
would not let him have the loan ? 

Mr. Waker. We would let him have the loan. 

Mr. Suurorp. What if he can’t pay the discount / 

Mr. Wa.xer. I mean for the seller of the property, the builder, the 
contractor. 

Mr. Suvrorp. If he is not able to do it how are you helping the vet- 
eran out? 

Mr. Waker. The number of cases of that are so small it is insignifi- 
cant. 

Mr. Suurorp. You have got some 6 percent here listed in Mr. 
Cole’s 

Mr. Waker. That is right. 

Mr. Suurorp. Don’t you think even if one veteran would lose a 
loan that that is wrong ? 

Mr. Waker. I can’t answer that. 

Mr. SuHurorp. You don’t think that would be wrong to deprive one 
veteran of a loan? 

Mr. Waker. I have to to think you must look at the program as an 
entirety ; not at one. 

Mr. SHuForp. From whose angle ? 

Mr. Waker. From all of the veterans. 

Mr. SHurorp. You are depriving the veteran of his loan. You are 
not letting him have it. So whose angle are you looking at it from? 
From the lender’s angle ? 

Mr. Waker. No,sir. I am not. 

Mr. Suvrorp. That is the only one that is going to benefit by the 
failure to give this veteran a loan, is it not? 

Mr. Waker. How about the thousands of others who will get the 
loan and be able to have the money ? 

Mr. Suurorp. But you are depriving this veteran of a loan, are you 
not? 

Mr. Waker. Any program might single one out, yes, sir, but not for 
the general overall picture. 

Mr. Suurorp, You think it is to the advantage of the veteran—— 

Mr. Waker. Individual veteran? One individual? 

Mr. Suvrorp. The advantage of the veterans as a class that they be 
deprived, or any one of them be deprived, of a loan because the seller 
or the builder of a piece of property will not take or pay the dis- 
count that the lenders say he must pay ? 

Mr. Waker. Well, I can’t quite see the reasoning because—— 

Mr. Epmunpson. Mr. Walker, would you not agree to this proposi- 
tion, which I think is pretty closely related to the point Mr. Shuford 
is making, that if we could get a program wherein a very substantial 
number of veterans could be given loans through private industry who 
are not now receiving them through private industry, and other vet- 
erans who, for one reason or another, either because of unavailability 
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of private money or the refusal of their sellers to pay a discount, could 
be taken care of ‘through a direct-loan program, do you not think that, 
as the veterans’ class as a whole is concerned, more would be benefited 
under such a program ? 

Mr. Waker. The point I am trying to make is that if this program 
can put 3 and 4 times as much money in the rural areas and furnish 
3 or 4 times as many veterans with loans at 98, they are better off than a 
few at par. And if you once set a par figure at one place and a 98 fig- 
ure the other, then they are not going to ‘work. It just won’t work. 

Mr. Epmunpson. Ido not think anyone here would quarrel with 
that statement, that if we could get three times as many veterans’ 
homes built in the small communities and rural areas as have been 
built, that it would be fine. 

Mr. Wacker. I feel completely confident within another year you 
will have that. 

Mr. Epmunpson. I wonder if you can tell me what are the incentives 
that are going to be present next year and the year after that in the 
small towns and in the rural areas to induce these lenders to pass up 
higher discounts that might be available in the metropolitan areas 
and to go into the small towns to make the loans. What incentives 
will be present ? 

Mr. Wa ker. If you studied the history of the mortgage market 
over a 10-year period, the discounts don’t last very long. It is only 
when the money situation has tightened up. And it is pr rimarily done 
with the supply of bonds and the Government financing and the redis- 
count rate, and it is tied to so many things. 

We have had this period of fluctuation in money a number of times 
over the last 10 years, and it always goes back to par. 

Mr. Epmunpson. Why was it that for a period of many years, up 
until the start of the direct-loan program, that private money, Pru- 
dential, Metropolitan, Mutual, and the rest of them, would not go into 
these small towns and make loans, and that they did not come in until 
the direct-loan program started ¢ 

Mr. Waker. They needed some education primarily, is my opinion. 

Mr. Epmcunpson. They needed education. 

Mr. Warxer. As the old saying goes, they needed to get their feet 
wet and get used to it and once est: ablish a pattern and once establish 
an organization. 

You remember when someone establishes an organization and they 
get men working on it they are inclined to keep it up. 

Mr. Epmunpson. Well, do you think education alone is going to 

answer the problem there? I fail to see how they can be educated to 
something th: at does not exist. You yourself have described the easier 
servicing “of joans in a metropolitan area, the greater convenience in 
making them and in servicing them, and the more attractive features 
of a package deal where you can get a development going and where 
vou can take care of a number of houses right in one block. 
' Mr. Waker. But I myself, as a mortgage banker, am willing to 
take as many city loans as I can. And if I can expand my oper ation 
and take the others and get it on a routine schedule, which we can do 
and which is working out, all right. There are some people in the 
Middle West, there are several mortgage companies in the Middle 
West that operate in nothing but small towns. They are geared up 
tothat. It has not been that way all over the country 
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I think this is going to cause all of us to go out of the city into 
the small towns. And once you get there you remember these loans 
are for 20 and 30 years, and once you get operating | you are going to 
send somebody up there to look at them once in a w hile anyway. So 
you might as well take some new ones to help that out. 

That is what I mean by saying once you get it operating it will con- 
tinue to operate. 

Mr. Epmonpson. Why would you have to send someone up there to 
look at them if the payments come in regularly ¢ 

Mr. Waker. It is part of the requirements of service that you 
appraise and look at the house every so often. Some companies re- 
quire once a year, and some once every 2 years. All companies look 
at their security periodically at intervals. 

I agree with you. 

Mr. Epmonpson. Do you think if Prudential, for example, had 
3 loans in Cherokee County in Oklahoma, which ‘they were required 
to service every 2 years, that that would induce them to make a num- 
ber of other loans in Cherokee County ¢ 

Mr Watxker. That is right because they are going to send a man 
there. They are going to send a man there to look at it. 

Mr. Epmonpson. Mr. Meadows, do you have a question? 

Starr Drrecror. Can you give us an opinion as to why it is neces- 
sary for a company such as yours to enter into this tr ansaction right 
at the point of the veterans’ individual application to get money down 
into the small town and rural area ? 

Or, phrasing it another way, why cannot you put money in the 
rural areas and small towns, if you desire to do so, through mortgage 
brokers in those towns or through small builders in those towns rather 
than moving in right at the point of the veteran’s application for ¢ 
direct loan ¢ 

Mr. Waker. Well, we have done it for years. We operate through 
lumber companies, real-estate brokers and builders in those small 
towns. 

Mr. Epmonpson. What is the name of your company? 

Mr. Warxer. Walker & Dunlop. 

Mr. Epmonpson. Walker & Dunlop. 

Have you made loans in the Staunton, Va. area? 

Mr. Waker. No. That would come out of Richmond because, you 
see, the reason I go into the Maryland cities is because I have a Balti- 
more office. I would not be on the Eastern Shore and up in Havre de 
Grace and Hagerstown and western Maryland with a Washington 
office. I also maintain an equal office in Baltimore. 

Mr. Epmonpson. Has Walker & Dunlop made any VA loans, guar- 
anteed loans at discount rates in excess of 2 percent ? 

Mr. WALKER. Yes, sir. 

Mr. Epmonpson. What percentages have you charged ? 

Mr. Wacker. Four on futures. 

Mr. Epmonpson. Four? 

Mr. Waker. To builders. 

Mr. Epmonpson. Is that the top that you have charged ? 

Mr. Waker. That is the top we have charged. And I don’t like 
that. I would rather not make them, but some of the time the builders 
want it. 
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Mr. Epmonpson. Have you made them at 3? 

Mr. Waker. Not too many. 

Mr. EpmMonpson. Have most of them been at 2 / 

Mr. Waker. Most of the loans that we have made in the last year 
have been around 2, yes. 

We have sold a lot of them at 99, if it is 10 or 15 percent cash. 

I frankly got out of the market and did not try todo it. Some of 
our builder manne were a little bit put out ‘with us because we 
would not do it. I do not believe in discounts. If it is necessary 
to have them to bring the money in I think it is a practical thing to 
do. I think the money ought to be at par. I would rather see the 
interest rate go up than discounts. 

Mr. Epmonpson. Do you handle these insurance companies’ funds 
on these loans in this area ¢ 

Mr. WaLKer. Yes. 

Mr. Epmonpbson. Did you have any questions, Mr. Weaver / 

Mr. Weaver. You probably heard the comments of the VA this 
morning on H. R. 9136 by Congressman Rains whereby a portion of 
the funds of the national service life insurance would be available 
in these areas where an excessive discount rate was charged. 

What is your opinion / 

Mr. Waker. I think any way we can get more money in the mort- 
gage market will help ease it up. 

I want to call your attention to the fact that using that money 
that is now going into Government bonds will only tighten the Gov- 
ernment bond market up. There is a certain amount of money in 
savings available. You cannot create it. It has got to come out of 

savings. And that money now is going to absorb some of the Gov- 

ernment bonds which w ould have to go on the market, and the banks 
and insurance companies would have to buy that many to replace 
that. 

So I do not think it would create as much of an easing as it appears 
to. 

Mr. Weaver. In general, if more money was available that would 
be a good thing. 

Mr. Waker. Yes, sir. 

Mr. Weaver. If that is true how do you reconcile that with your 
concluding statement prior to the questioning by Judge Shuford, 
whereby you stated that more money would have a tendency to drive 
out private capital ? 

Mr. Waker. I want to get 

Mr. Weaver. How do you reconcile those two statements ¢ 

Mr. Waker. Well, if we get more money in the mortgage market, 
if it competes with the bond market, or whether it comes from the 
stock market or from other forms of savings, it will bring the dis- 
counts down on mortgages. 

Mr. Weaver. Yes, but your concluding statement prior to the ques- 
tioning by Judge Shuford was that it would have a tendency to ies 
that private capital away as far as lending purposes are concerned. 
How do you reconcile those ? 

Mr. Waker. Putting that in at par. 

Well, it would mean that every rae would rush and use that up 
first. People are going to find 
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Mr. Weaver. Don’t you think it would be a healthy situation if more 
money was available to make private capital meet competitive condi- 
tions ? 

Mr. Waker. Yes, the more money that is available the better. But 
it must come from savings. If you just take it from one account to 
the other it won’t do any good. It is a bookkeeping transaction. 

Mr. Epmonpson. Mr. Meadows, I did not mean to cut you off. You 
had some further questions ? 

Starr Director. Just one further point to make. 

Why is it not possible for private lenders to utilize exclusively the 
method of disbursing their funds through local brokers and local 
builders into rural areas and not through the device of impeding the 
individual’s application ? 

Mr. Waker. Well, my experience with people who loan money 
is that they kind of like to handle the disbursements themselves. We 
do not disburse. I do not think you mean disburse. I think you 
mean to approve and have them appraise. 

Starr Drrecror. I mean this ,that here in this urban area you un- 
doubtedly dispose of most of your funds for lending purposes through 
package commitments to builders or through small brokers that are 
working i in relation to your company. It is a fact that in practically 
every little town throughout the country—and I know it is certainly 
true down in the part of Texas I come from, with little towns of 10,000 
and 20,000—the Geilders there would like to have money, and there 
are small brokers there that would like to have money. If you will 
give them some money—and when I say you I will put T. J. Bettes of 
Houston in your position—if T. J. Bettes at Houston wants to put 
some money into the rural areas of Texas all he has got to do is 
faintly signify that he has got a few million dollars ready that he 
will give to a small builder or small broker in a small town, and they 
will take all the funds that he will provide them, and put it into loans 
in these small towns and rural areas. 

My question is why do we not utilize that device of putting funds 
into rural areas rather than this device which seizes the individual’s 
application for a direct loan and snarls him in a delay? 

Mr. Waker. When we send a Joan to an insurance company or sav- 
ings bank that we represent we have to certify with our appraisal 
that we have seen the property. 

I think that they could eliminate a lot of it. I think that we would 
be perfectly capable of passing on a lot of these loans. And I think 
that the amount they would save on their inspections would probably 
more than offset any losses that they might have through it. But 
they don’t do it. 

In the New York State savings banks it is a requirement by law, 
which they are attempting to change, that on every loan they take 
there must be an inspection by a direct-salaried representative of the 
bank. 

Starr Director. Mr. Viner testified here yesterday that I believe 
about 30 percent of the business of voluntary home mortgage is now 
outside the VA direct-loan program. 

My question is why don’t we just make that 100 percent and put your 
funds in through the avenue of the small builder and the small broker 
in the community ? You will be getting houses for veterans in rural 
areas; we will be achieving the aim of getting private capital into the 
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smaller community that way, but we will not be impeding the indi- 
vidual who is attempting to get a direct loan from the Veterans’ Ad- 
ministration. 

The question is why can’t we follow that procedure ? 

Mr. Waxxer. Is it not the purpose of Congress to have private 
industry take as many of these loans as possible ¢ 

Srarr Director. I assume that it was the intent of Congress to get 
funds into rural areas and small towns. Congress, I do not believe, 
expressed the intent that to do that we have to seize upon the indi- 
vidual’s application and impede it and deal with it as an individual 
application. Congress was seeking to get money into small towns and 
rural areas. 

If your organization as a private organization, and Mr. Viner’s 
organization as a Government operation wish to join together and 
channel funds into a small town of 20,000 or 15,000, or make funds 
available to the small broker in that rural area where there are no 
funds, you will be achieving the goal of Congress, getting money into 
the rural areas. 

Mr. Warker. You remember that then you are only getting part 
of the loans, and it runs your overhead up. It certainly is better for 
them if we can make them all. 

Srarr Drrecror. But there is not any question in your mind that 
there are literally hundreds and probably thousands of small builders 
in small towns throughout the country that would leap at the chance 
to get some funds from one of the big lending institutions if they could 
get t them, isthere? Is there any doubt of that # 

Mr. Wavxer. I think there is money available to them, especially in 
Texas. 

Mr. Epmonpson. In my home town it is available if they will give 
5 percent. 

Mr. Waker. You mean 5 percent interest. 

Mr. Epmonpson. 5 percent discount on top of the interest. 

Mr. Warxer. That is true, but, sir, there 1s the fact that as soon as 
the money market changes it is going to be different. 

Mr. Epmonpson. That is a will-o’-the- whisp that a man could pursue 
until he was broke and his kids were starving, waiting for it to change. 

Mr. Waker. I have talked to three people from Oklahoma City 
within the last 2 weeks, and they have no loans for sale in the cities. 
It is a good lending territory and it has become better. 

I do not know the State well enough to know whether there is some 
difficulty in 1 or 2 counties, but I did take the trouble to — and see 
from this 1 company. I asked them a direct question. I said “May 
I make this statement ?” 

They said “I think so. But I had better call.’ 

So they called at noon. 

Mr. Epmonpson. I think you could name a half dozen cities in the 
State of Oklahoma where your statement would be exactly right. And 
I think you could name 40 cities in Oklahoma where the money is not 
there, it is not available except at a 5 percent discount. And that is 
a situation that I think you gentlemen, if you are really serious and 
interested in taking care of this loan money shortage in those areas, 
could get hold of some builders in those towns down there such as 
those Mr. Meadows was talking about, and you could have all the 
market you wanted for your money if you did not require a 5 percent 
discount on top of the interest rate. 
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Mr. Waker. Our program gets loans for these builders. Have 
them apply. They can go up and get it at 2. We have placed a lot 
of them. And we are going to place more in the future. 

Mr. Weaver. In that connection, why do you think there are so 
many counties throughout the United States where they have never 
had any guaranteed loans? What do you think is the cause of that? 

Mr. Waker. You mean where they have not applied to the Vet- 
erans’ Administration ¢ 

Mr. Weaver. Where they have not been able to get guaranteed loans. 

Mr. Waker. It does not seem conceivable. But I cannot answer 
it. I do not know the reason. 

Mr. Weaver. An example was mentioned this morning, that in a 
10-year period in the State of Nebraska there were 3 counties where 
no VA loans were made. 

Mr. Waker. Maybe they are all farms. A lot of people don’t want 
to borrow money. 

If the population is not moving, if they are not building new houses, 
and the people have owned these homes for a long time, they most 
probably do not need to borrow. 

Mr. Weaver. It was apparent there that the money was not avail- 
able. And I think some counties in Colorado also were mentioned. 

Mr. Watxrr. Our program can place loans in any county in the 
United States. 

Mr. Weaver. You have no exceptions? 

Mr. Warxrr. I have no exceptions. 

I won't say if you go on top of a mountain with a bad piece of prop- 
erty and an old 30- or 40-year-old house that you can replace it. If 
it is comparable credit to what they will take in the cities they will 

take it in any county in the United States. And they will also take 
older houses in the country, and they will take poorer ¢ redits than they 
are taking in the city. T hat has been my experience. 

Mr. Weaver. What do you think of the suggestion to go into some 
of those areas with private capital ? 

Mr. Waker. That is exactly what we are trying to do. 

Mr. Weaver. I mean some of those where no private capital has been 
available. What would you think of that? 

Mr. Waker. Well, certainly the committee and the regional com- 
mittees want to know about that, and they will attempt to bring capital 
in there. 

Mr. Weaver. I see. 

Mr. Warker. Any time any Member of Congress has called up we 
have done what we can. For instance, Senator Frear of Delaware 
called me up last week about a loan, and I immediately told him that 

did not operate over there but to go over and send it through a 
Philadelphia office and I felt. sure they could get it. 

Staff Director. At this point could I inject the request of Con- 
gressman Poage, of Texas, to get some money for the town of West, 
Tex., W-e-s-t. 

The c ity is attempting to get some sort of funds to expand a housing 
program. ‘That is West, Tex., W-e-s-t. 

Mr, Viner. May I suggest, Mr. Meadows, that also it might be help- 
ful to advise the people in the town of the VHMCP. Actually Con- 
gressmen are one of our very best. sources of applications because, as 
you know, the Government cannot promote a program, just as the 
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VA direct-loan program cannot be advertised on the radio, nor ours. 
We have to have somebody tell them. We do our best, but we can 
only do it when the information is there. When they find out I am 
sure that, wherever West is, we have lenders who will make loans there. 
Starr Dirrcror. Would you mind asking the Dallas regional office 
whether they have had the application? We notified them. 

Mr. Viner. I certainly will. I will write out to them. 

Mr. Suurorp. May I ask one other question. 

We were down in Staunton, Va., not so long ago, and Mr. Mason 
testified down there. His testimony is a little contrary to yours. He 
said he had been trying to get some money and he could not get it at 
all, and yet you say that he can come and get loans at 2 percent for 
construction. 

Mr. Waker. No; I did not say for construction; I said veterans’ 
loans. 

Mr. Suurorp. Veterans loans, I mean. 

Mr. Waker. If somebody is loaning money and going to back a 
builder on speculative construction loans 

Mr. Suvurorp. What do you charge on construction loans? 

Mr. Waker. I make them on our commission in the Washington, 
D. C., area to top credit. But then I am liable to go up to 4 or 5 
on construction loans if they want too much money and they are 
weak credit, because remember I have to finish them, and it is awfully 
painful and expensive to finish some of them. 

Mr. Suurorp. You don’t make any veterans’ loans to construc- 
tion, do you? 

Mr. Waker. We do to individual veterans. We will make those. 
And we will make them at a cheap rate. 

Mr. Suurorp. What rate do you make them at on a construction 
loan to a veteran ? 

Mr. Waker. For a construction loan to a veteran, with 10 per- 
cent down—in other words, if he owns his lot and wants enough 
money to buy his house, we will make it at about 981% and charge him 
1 to 114 percent for inspection. We have to go out and make 5 to 6 
payments during construction, and inspect that construction. I have 
to have a man by there every once in a while, every couple of weeks 
to see that he is following the procedures. 

Mr. Suurorp. Then you charge him 114 percent? 

Mr. Waker. Yes, sir. 

Mr. Suurorp. One and one-half percent bonus. 

And what rate of interest do you get? 

Mr. Waker. It is the 4% rate. 

Mr. Suvurorp. Four and one-half rate plus 1 percent. 

Mr. Waker. Yes, sir. 

Mr. SxHurorp. Now then on your permanent loans 

Mr. Waker. That is a permanent loan, sir. 

Mr. Suurorp. That is your permanent loan that you put down? 

Mr. Waker. Yes, sir. You can do it the other way. A lot of 
people prefer to do it on a conventional basis to start out with. 
But we prefer to do it on a permanent basis. It can be either. 

Mr. Suurorp. These loans that we are talking about down in 


Staunton, the houses were all completed. But he could not get any 
loans on them at all. 
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Mr. Waker. There are a lot of people in Staunton. There must 
be lending in Staunton. There must be something wrong on the 
houses. ‘They must be overpriced or there must be some mistake in 
the building. There is plenty of money in Staunton. 

Mr. Suurorp. They were $9,000 or $10,000. 

Mr. Waker. I would have to see the individual house. I cannot 
answer it. But there is too much money there. You have got Shen- 
andoah Life Insurance Co., and you have got companies in Rich- 
mond that operate there. It is a good lending territory and there 
would be no reason for it. There must be something else in con- 
nection with that. I cannot answer what it is without appraising 
and knowing what I am talking about. 

Mr. SuuForp. You would not expect to find a Baltimore concern 
down in Staunton, would you? 

Mr. Waker. Well, in this program; yes. 

Mr. Saurorp. You would? 

Mr. Waker. That was in error. 

I have read the testimony there, and I know that Weaver Bros. 
from the Baltimore office were handling all of it at first, but now they 
have transferred it to the Washington office. 

Mr. Suvurorp. Thank you. 

Mr. Epmonpson. Mr. Walker, I have just been looking over this 
list of counties in the 48 States where there has been a lag. 

Mr. Waker. What do you mean a lag / 

Mr. Epmonpson. A lag in guaranteed loans, and direct loans for 
that matter. 

I find in the State of Oklahoma the 3 lowest counties all have fewer 
than 1 percent of the veterans in each of the 3 counties who have 
availed of GI loans to build homes. 

Mr. Wacker. Are Beaver and Shattuck in there / 

Mr. Epmonpson. They are not listed on this list. I have the sta- 
tistics for the lowest three counties. 

Mr. Waker. I don’t know whether the towns of Beaver and Shat- 
tuck are in those. 

Mr. Epmonpson. I do not even know what counties they are in. 

Mr. Waker. I see. 

Mr. Epmonpson. All I have are the statistics for the three lowest 
counties. I have the State of Nebraska, and in the 3 lowest counties 
no veterans have received any GI loans over a 10-year period. 

In the State of Ohio, which is represented by the distinguished 
gentleman on my right here, in the 3 lowest counties, one of them 
234 percent of the veterans have availed themselves of loans, and in 
another one about 3 percent of the veterans have availed themselves 
of loans, and in the third one about 4 percent of the veterans have 
availed themselves of loans. 

In other words, you have better than 95 percent of the veterans 
who are eligible for loans in these 3 low counties in Ohio who have 
never had a loan during the 10-year period that this has been in 
operation. 

Mr. Ayres. Will the gentleman yield ? 

You mean they have made application and they were denied, or they 
have never made application ? ; 

Mr. Epmonpson. It is impossible to say whether they have made 
application or whether they haven’t. 
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Mr. Ayres. For that matter, we have 9 million veterans throughout 
the United States that have never made any application for a loan. 

Mr. Epmonpson. I do not know that that is so. We have many 
who have not had loans. But whether they have made application 
or not, there are no statistics on that, to my knowledge. 

Mr. Wavxer. There is no way to tell that. But if anybody makes 
application through our program we will then go and try to get 
some lenders to agree to go into the area and make the loans. 

Mr. Epmonpson. I am not trying to make the point that you people 
are not ready, willing, and able now to go in to the counties where 
there isn’t a loan market. I am satisfied in my own mind that you 
do have people ready to do that now, and I am glad to see it. And 
I think everybody on the committee is glad to see it. 

The only deep concern I have in my mind, and it is deep one, is 
how long will you have people ready to go into these counties and make 
these loans if we terminate the direct-loan program. 

I have not been able to satisfy myself that there are any incentives 
to take you into a less satisfactory and more inconvenient market 
with a lower yield on your money after this direct-loan program is 
terminated. 

Mr. Waker. I will probably have my head chopped off for this, 
but, speaking personally, I think there are some veterans’ loans that 
ought to be made direct. I think there are marginal cases. But you 
have to look at those particular cases. 

I think you will find some with family conditions or with a larger 
family with small incomes where their credit just will not quite come 
up to the private standards. And I think there is a real field in that. 

But you ought to make that program on the same basis as a private 
institution will make it, and not try to compete with us. 

Certainly if you will raise your price and they can go and get it at 
par they are all going to run to the Government. You could “put out 
billions of dollars if : you make the terms easier. If you lower your 
interest rate and make the terms easier there is no limit to the amount 
of direct lending you can put out. 

Mr. Epmonpson. Congress is aware of that, and we have tried to 
fix a figure, as Mr. Ayres said this morning, that we thought would 
take care of the need. 

Now that may be his estimate of what the figure was. My own 
estimate or my own idea of that figure was that we > established a ‘figure 
that we hope would help in the ‘situation substantially. Personally 
I do not think it has ever been the feeling of the Congress that the 
$100 million or the $150 million would take care of the entire demand 
for those loans. And I do not believe that if Mr. Ayres gives it care- 
ful consideration he will think that will meet the entire demand for 
the loans in those areas. But it was an effort to substanitally cope 
with that problem. 

Mr. Wacker. Again speaking entirely as an individual, you might 
hit those three counties in lower Oklahoma where it is so thinly popu- 
lated that you might have to drive 50 or 60 miles to make possibly 
one loan. 

Mr. Epmonpson. Servicing it might be very inconvenient. 

Mr. Waker. It might be so expensive that we would have to charge 
so much for it that it would be a place for 
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Mr. Epmonpson. That is why we were asking this morning of Mr. 
Viner if he would not look over some of these counties, and where 
he sees a county that has a sparcity of population and a lack of incen- 
tive to private lenders, write that county off for private lending 
purposes. 

Mr. WatKer. Let us try first. I assure you as long as I am on the 
committee I am going to insist that if it is not probable that we can 
make a loan or we cannot educate the people in the county, I think 
we ought to turn it back very quickly and very promptly. 

And I think as we build up these executive secretaries and build up 
this personnel, which takes time to organize, you know, then they will 
pretty soon get smart enough to know there is no use in taking it. 
We will have trouble there. We will send that back. 

Mr. SuvuForp. I want to get a little information for my own purpose. 

Mr. WALKER. Yes, sir. 

Mr. Suurorp. In these small communities you are speaking of, 
through whom do you work? Your committee / 

Mr. Warker. W ell, we have regional offices. I represent the real- 
estate boards. About once a month in the last 8 or 9 months we have 
published in headlines a memorandum which goes to 52,000 realtors 
all over the country that— 

If you are having trouble with loans for minority groups in rural communi- 
ties, apply to the Voluntary Home Mortgage Credit Program. 

Mr. Suvurorp. Let’s take an example down in my State of North 
Carolina. Where is your regional office there / 

Mr. Waker. Charlotte. 

Mr. Suvrorp. You have one office for the entire State of North 
Carolina ? 

Mr. Waker. Yes, sir. 

Mr. Suvurorp. How many loaning agencies do you have working out 
of the Charlotte office ? 

Mr. Warker. You mean how many companies / 

Mr. Suurorp. How many companies take those loans that go to 
Charlotte? To whom do they submit their loans ? 

Mr. Waker. They submit them to practically all of the large insur- 
ance companies. It goes to the local companies first. 

Mr. Suvrorp. It goes to your local companies in the various com 
munities around the State of North Carolina ? 

Mr. Wacker. That is right. 

Mr. Suvurorp. The ones that make loans in those small areas? 

Mr. Waker. That is right. 

Mr. Suvrorp. The building and loan associations or the insurance 
agencies that are established in those communities ‘ 

Mr. Waker. They have correspondents. 

Mr. Suvurorp. They have cor respondents. Those are the first ones 
that you submit them to, aren t they? 

Mr. Waker. Yes, sir. 

Mr. Suurorp. And then if they do not take them within the 45 days 
that they had before they are resubmitted. After you submit it to the 
local ones, then you enlarge your field ? 

Mr. Waker. Yes, sir. 

It actually works this way: That the local people, of course, are not 
as big as the big national companies, and we know pretty well what 
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volume they can absorb. We don’t give them enough so that if we 
send it in they run over their volume. They take a reasonable volume, 
and the rest of it goes to the big national companies. 

Mr. Suvrorp. Let’s get a little closer. 

In the city of Asheville, where I live, we are having trouble with 
GI loans. They couldn’t place GI loans. There was first one thing 
and then another that was the excuse. And various information was 
given about it. 

The VA made an inspection of the area and declared it eligible for 
direct loans. 

Mr. Waker. You mean the city of Asheville? 

Mr. Suvrorp. The city of Asheville was made eligible for direct 
loans. 

That city had lending institutions. And I am not saying anything 
derogatory about those lending institutions. But they were making 
guaranteed loans prior to that time, and then they were having diffi- 
culty in getting them. So Asheville was made a direct-loan agency. 
And then on the first direct loan that was submitted to them they came 
back and said, “You are turned down because you have to have a guar- 
anteed loan. Someone has accepted your guaranteed loan, one of the 
local lending agencies, with your discount’ — which they could not pay. 

Where an area could not get money before, do you not think that 
is an area where direct loans should be made under the criteria you 
stated just a few minutes ago ? 

Mr. Waxxer. I know Asheville. I spent many summers in Hen- 
dersonville. I tried to talk Bill Hodges there into making GI loans. 
[ have played golf with him, and tried 1 my best to get him to ymake these 
loans. I have sent him piles of stati on on my foreclosure records 
and my delinquencies and everything. I don’t see why they don’t 
make them. I don’t see why other people don’t come into Asheville. 

Mr. Suvrorp (presiding). But do you not think that where it has 
been declared a direct-loan area that the direct loans ought to be made 
by the Government? 

Mr. Wacker. But, Judge, if you can do a job of reselling 4 or 5 
national companies it will throw five or ten million dollars into Ashe- 
ville, and you would be better off than with a few direct loans. 

Mr. Suvurorp. But you are not getting it there. There is no money 
coming in there. 

Mr. Viner. Could I comment on that, Congressman ? 

Mr. Suurorp. They are the same companies making the loans, tak- 
ing the ones they want and the ones they don’t want they let go. 

Mr. VINER. Congressman, we have a procedure in the VHMCP 
wherever a county is eligible for direct loans it is also eligible under 
VHMCP since we have all of the applications referred to us. 

Mr. Suvurorp. There is no advantage in having Buncombe County 
declared a direct loan area, is there? 

Mr. Viner. I think there is, Congressman. 

Mr. Suvrorp. They have not been able to get any loans. 

Mr. Viner. They have, sir. 

Here is what happened: Asheville is over the population limit of 
most areas. When we set our own areas independent of the direct-loan 
program we were operating in Buncombe County outside Asheville. 
Asheville has a population ‘of, I think, about. 52,000. 
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When the VA told us “We are going to declare Asheville eligible 
because they are having trouble getting GI loans” we said “We will 
then declare it eligible under our program.” 

When that happened we received applications very promptly from 
various real estate brokers submitting them on behalf of veterans, as 
is usually the case, for assistance in getting loans. 

Now one broker, perhaps more than one, sent us a letter saying “We 
will accept only loans at par.” Another broker in another quite 
large group of ‘br okers—because that is a big county with a heavy 
population sent in applications and didn’t make any such statement. 
They have been getting loans in Asheville and we have been putting 
money into Asheville. We already have placed a number of loans 
in Buncombe C ounty, the same lending institutions. One of them is 
in Boston and one in Springfield, Mass., who, through their corre- 
spondents, are going down there. 

Mr. Suurorp. This mor ning you were telling me that the ruling was 
correct in Winston-Salem, that’ they couldn’t make the loans. 

Mr. Viner. They had refused: to pay a discount consistent with 
what is perhaps a little higher or lower. 

Mr. Suvurorp. I thought you said there were some at par down 
there. 

Mr. Viner. If the loans are on the type of security that would call 
for a par loan I think our lenders would quickly make their loans at 
par. If they were on more liberal terms and over properties I would 
doubt very much that they would be able to. 

In other words, the discount is not just a flat 2 percent. It is maybe 
3 and 4 in that area 

If there is a lot of cash equity in the property, if it is a new house, 
if the borrower has an excellent credit rating, he is very likely to get 
a loan close to par. 

Mr. Suurorp. And it will reduce the discount rate in Buncombe 
County and Asheville to 2 now instead of 3 and 4. 

Mr. Viner. If the applications come to us they are likely to be 
placed at a discount of 2 percent or less. 

Mr. Suurorp. Do you mean the Charlotte office or the office here 
in Washington ? 

Mr. Viner. All of our applications go into our regional offices, just 
as down in Staunton all the applications came into Washington. 

We have 15 offices. 

Mr. Saurorp. Mr. Ayres, have you any questions? 

Mr. Ayres. I think we ought to clarify this inference that has been 
left here, that these gentlemen are not doing the job in the rural com- 
munities because of these percentage figures. 

I am just comparing the State of Nebraska with my own State of 
Ohio. We find that here in Ohio in the rural communities the per- 
centage of World War II veterans who have used all or part of their 
entitlement for the purchase of a home is much smaller in the rural 
community. 

But that is not necesarily true because money has not been available. 
It is true because those boys are living with an uncle or have moved 
into the old family home, and they are not as interested in buying a 
home as the fellow in the city who came back and reestablished him- 
self from a different place. 
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Mr. Wavxer. Another thing, they don’t want 90 percent debt. 
They only want to borrow 50 percent. They put cash up and get a 
conventional loan. 

Mr. Ayres. I have to admit that a lot of rural people are a little 
more steady than some of the floaters we have had moving into our 
cities. And the fact that they have not taken advantage of the loan 
and used it in its entirety does not mean that they are not satisfied 
and happy. 

I do not think it is fair to make the overall charge that the job is 
not being done because the percentage is small in the ru rural communities 
because I know from my own experience many of those boys are not 
interested in using the full entitlement although it has been made 
available to them in many cases. 

Mr. Wavxer. And there again to get 1 and 2 loans in a county, if 
that is all you need, then big lenders do not want to open up unless 
they can do a reasonable volume. 

We have to. Otherwise it costs too much. 

Mr. Ayres. I do not know about Mr. Weaver’s constituency in Ne- 
braska, but I imagine the same thing applies there as applies in our 
rural communities in Ohio. The families are a little closer knit, and 
they stay closer together. And as long as the boy came back from 
service and went back on the farm and went back in his rural com- 
munity he found suitable living quarters without having to go and 
get. $10,000 or $12,000 in a mortgage. 

So I do not know but what we may be getting too excited about the 
situation myself. 

Mr. Warxer. Gentlemen, I also want to say that I am amazed at 
the time and effort which the Life Insurance Association and the Asso- 
ciation of Mutual Savings Banks and the Bankers Association and the 
Mortgage Bankers have put on this in trying to work this program out. 

I have also found—and I know of a couple of instances in which I 
do not want to mention names—where some of the mortgage people 
were inclined to dodge the issue because they did not w ant to go to 
the trouble for the rural communities. And one of the presidents of 
another company called the president up and told them they weren’t 
doing their duty and it was being blocked in the mortgage loan depart- 
ment. And you ought to see how quick they got out and started 
making loans after that. 

The 1 majority of big companies are in favor of this program and 
want to distribute the: money around. And this education process as 
it goes along will mean a lot. 

Thank you very much. 

Mr. Suvrorp. Thank you very much for your statement. 

Mr. Viner. Could I make a slight correction to a statement I made 
earlier? 

Mr. Suvurorp. Without objection, you may. 

Mr. Viner. I think I oversimplified my understanding of the way 
in which the way the 2-percent discount rule, so-called, was put into 
effect. 

The members of the national committee representing these various 
groups in the lending and home building and real-estate industry felt 
that it would be best not to have a limit on the discount because that 
would be an artificial control on the discounts that could be charged 
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under the VHMCP whereas in their regular business they were, of 
course, free to charge whatever rate was consistent with supply and 
demand in that area. 

However, the VA had a problem of deciding what it could do under 
its legal provisions and other provisions because there was a mechani- 
cal need for adjustment between what was reasonable and what was 
proper and what the market might vary. 

So that I believe I am correct in saying that the VA would probably 
have preferred if all the loans could be made at par but an agreement 
reached whereby the thing was more or less compromised at 2 percent 
and accepted by the committee, not willingly by all members, and the 
VA agreed that that would be reasonable since discounts of more than 
2 percent were prevalent in many parts of the country, and 2 percent 
could be said to be a reasonable discount by and large in their opinion. 

And the committee accepted this compromise, w hich admittedly has 
been awkward in many ways because of the market, the flow of invest- 
ment funds and the competing demands for those funds, which do have 
a great effect on yield. 

So I think that clarifies my statement previously on how that 2 
percent arose. 

Mr. Suurorp. Mr. Ayres, do you have any questions? 

Mr. Ayres. No further questions. 

Mr. SHurorp. Mr. Walker, we thank you very much. 

Mr. Olson of the American Legion. 

Will you give your name and address and business occupation to 
the reporter, and introduce those that are with you? 


STATEMENTS OF CLARENCE H. OLSON, ASSISTANT DIRECTOR OF 
LEGISLATIVE COMMISSION; CHARLES W. STEVENS, ASSISTANT 
DIRECTOR OF REHABILITATION COMMISSION; AND JOHN S. 
MEARS, ASSISTANT DIRECTOR OF ECONOMICS COMMISSION, 
AMERICAN LEGION 





Mr. Otson. My name is Clarence H. Olson. I am the assistant di- 
rector of legislation for the American Legion. 

I want to say that this certainly has been a most interesting hearing, 
and, I think, a good classroom for me during these 2 days. 

I would be remiss, Mr. Chairman, if I did not commend the com- 
mittee and the staff for the research and the intense interest in and 
grave concern about the veterans’ program as expressed through your 
intelligent and searching questions. 

Before introduci ing my other witnesses, Mr. Chairman, in thinking 
back to yesterday’s testimony, I would like to say that the American 
Legion has a resolution w hich would support an extension of the loan 
provisions of Public Law 346 for a period of 3 years. 

I think if the Congress does not choose to go along with such a 
program that very soon some expression to that “effect should be made 
so that the administration and the veterans might join together in 
trying to bring about an orderly termination of this great program. 

I understand that today approximately one-third ‘of the new hous- 
ing starts in the country are the result of the GI program. And, of 
course, it would mean quite a thing to cut it off abruptly. 
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I am also informed that it takes a considerable period of time to 
process a loan. I think many veterans feel that they have until July 
23, 1957, in which to apply fora loan. But, according to the present 
law, I understand that is not correct. If they apply for a loan in 
April or May of next year and that loan is not processed properly or 
completed by July 23 it will be cut off and they will have lost their 
opportunity. 

We are here today to discuss three principal pieces of legislation 
with their associated bills, and first, 1 would like to introduce Mr. 
Charles Stevens, who is the assistant director of the rehabilitation 
commission of the American Legion. He will address himself to 
H. R. 9136 

Mr. Suurorp. You may proceed. 

Mr. Stevens. Mr. Chairman and members of the committee, this 
opportunity to testify on H. R. 9136, 84th Congress, is very much 
appreciated. The purpose of my appearance is to present the views 
of the American Legion on this measure which would authorize the 
Secretary of the Treasury to purchase loans, guaranteed under the 
Servicemen’s Readjustment Act of 1944, from the national service 
life insurance fund. 

It is noted that this bill would authorize the Secretary to invest 
and reinvest not in excess of 20 percent of the NSLI fund by purchas- 
ing or committing to purchase loans guaranteed pursuant to section 
501 of the Servic emen’s Readjustment Act of 1944, upon a finding 
that private capital is available in the geographic area only at an 
excessive discount. The bill would further provide that the Federal 
National Mortgage Association carry out all functions with respect to 
the purchase, exc change, servicing, or sale of such loans, and that the 
Secretary reimburse it from the income derived from such loans for 
expenses it incurs in carrying out these functions, such expenses not 
to exceed three-fourths of 1 percent } yearly of the principal b I alance. 

When National Commander Seaborn P. Collins appeared before the 
Committee on Veterans’ Affairs on February 8, 1955, to present the 
legislative program of the American Legion, Chairman Olin E. Te: ague 
asked that he ascertain and advise the committee of the position of 
the American Legion on the use of a part of the reserve in the NSLI 
fund to provide a secondary market for home loans to veterans under 
VA-administered programs. Commander Collins sought the advice 
of the chairman, Robert M. McCurdy, and members of the national 
rehabilitation commission. 

Accordingly, the rehabilitation insurance advisory board of the 
American Legion and the national rehabilitation commission carefully 
considered the question when meeting here in Washington February 
26-28, 1955. There was unanimous agreement that no part of the 
reserve in the NSLI fund be made available to provide a secondary 
market or to make otherwise available additional funds for home loans 
to veterans. Commander Collins informed Chairman Teague of this 
finding. 

H. R. 9136 was introduced on February 7, 1956. Our insurance 
advisory board met here again on February 25 and 26, 1956; the 
national rehabilitation commission met. on February 27 and March 2. 
In view of the introduction of the bill, Chairman McCurdy asked 
Chairman Milo J. Warner, of the insurance advisory board, to have 
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the board take another look and report its recommendation to the com- 
mission. The following extract of the board’s report is pertinent to 
this subject : 


Section 605 of the National Service Life Insurance Act of 1940, as approved 
October 8, 1940, created in the Treasury a permanent trust fund to be known as 
the nationai service life insurance fund. In this section provision was made that 
the Secretary of the Treasury invest and reinvest such fund, or any part thereof, 
in interest-bearing obligations of the United States or in obligations guaranteed 
as to principal and interest by the United States, and to sell such obligations for 
the purposes of the fund. The board noted in the Administrator of Veterans’ 
Affairs Annual Report to the Congress that the fund is invested in United States 
Treasury notes and policy loans. 

The question was again thoughtfully considered at length and thoroughly 
discussed. The board cannot see that there is any evident need for the use of this 
trust fund for the purpose mentioned. The trust funds must be liquid. The 
board recognizes the demonstrated integrity of veterans who have benefited by 
the VA home-loan program. Other than mortgage money available through 
private lenders, there is money available also through the VA in a revolving fund 
created by law for use in making direct loans in certain areas. 

The board unanimously agreed to reaffirm its recommendation made in the 
February 1955 meeting that no part of the reserve in the national service life 
insurance fund be made available to provide a secondary market or to make 
otherwise available additional funds for home loans to veterans. The board dis- 
approves unanimously of legislation authorizing or directing the Secreary of 
the Treasury to invest or reinvest any part of the reserve in this fund by pur- 
chasing, or otherwise dealing in, loans made for the purposes of sections 501 or 
512 of the Servicemen’s Readjustment Act of 1944 or otherwise for home financ- 
ing. Considering the Administrator’s report mentioned above, the board ap- 
proved the investment of this fund as revealed by this report in obligations of 
the United States and in loans made to NSLI policyholders on the security of their 
policies. The board strongly recommends continuance of this policy. 


The national rehabilitation commission unanimously agreed with 
these recommendations. 

Our national rehabilitation commission is composed of 49 members, 
1 each from each State and the District of Columbia, and has also a 
chairman, 6 vice chairmen, and an executive section. Our insurance 
advisory board consists of 18 members, who are appointed from differ- 
ent sections of the country and are private insurance company execu- 
tives, agency representatives or underwriters, lawyers, service officers 
or governmental officials. Thus country-wide thinking is represented. 

At this point, if the chairman please, I might insert in the record a 
roster of our insurance advisory board for 1955-56. 

Mr. Suurorp. Without objection, it may be inserted. 
(The information referred to follows :) 


REHABILITATION INSURANCE ADVISORY BOARD, THE AMERICAN LEGION, 1955-56 


Milo J. Warner (chairman), 904 National Bank Building, Toledo, Ohio 

Edward H. Brophy, North American Life & Casualty Co., 402 Northern Building, 
Green Bay, Wis. 

P. Clark Cheney (Government), 170 East 1st South, Kaysville, Utah 

Randolph M. Clark, director, Veterans’ Service Center, 1116 15th Street, Altoona, 
Pa. 

Cecil W. Duncan, New York Life Insurance Co., 1612 West Fourth Street, Mitch- 
ell, S. Dak. 

Denmark Grover, Jr., Bloch, Hall, Grover & Hawkins law offices, suite 520, 
First National Bank Building, Macon, Ga. , 

Edward M. Jaffa (lawyer), 1 Montgomery Street, San Francisco, Calif. 

Brian Murphy (underwriter), 307 North Estes Drive, Hughes Springs, Tex. 

Milton Reed, Box 181, Crowley, La. 

Myron R. Renick (lawyer), Fayetteville, W. Va. 

Earl T. Ross (Government), 549 University Terrace. Reno, Nev. 



























































































































































































3164 MISCELLANEOUS BILLS 


Thomas Roumell, regional director, National Labor Relations Board, 134 Meri- 
dan Drive, Dearborn, Mich. 

Y. W. Scarborough, president, Atlantic Coast Life Insurance Co., Charleston, S. C. 

Stanley A. Van Dyk, president, S. A. Van Dyk Insurance Agency, 120 South La 

Salle Street, Chicago, IIL. 

E. Norman Vaughn (underwriter), Box 47, Pocatello, Idaho 

Wayne B. Warrington (State government), 5712 North 12th Street, Phoenix, 

Ariz. 

Frazar B. Wilde, president, Connecticut General Life Insurance Co., 55 Elm 

Street, Hartford, Conn. 

Mr. Stevens. National Commander J. Addington Wagner has au- 
thorized this statement : The American Legion is ‘opposed to the enact- 
ment of H. R. 9136 or of any legislation of like nature. 

Listening attentively and with interest during these hearings in the 
past 2 days, I felt I should add a brief additional comment to my 
statement prepared before the opening. 

In the 12 years he has been in Congress, Mr. Rains, sponsor of 
H. R. 9136, has proved his positive interest in veterans. The American 
Legion recognizes his sincerity of purpose in sponsoring this legis- 
lation. 

It is this very committee, tremendously interested in and alert to all 
facets of the VA home-loan program and other VA-administered 
programs which was instrumental in the provision by Congress of the 
VA direct-loan program. It was established to meet the needs of the 
veterans who experience difficulty in securing private mortgage money. 
If expansion or alteration of this home- loan program became neces- 

sary this committee would know it and would take, I feel certain, any 
steps necessary to accomplish the purpose. It can be tailored to fit 
whatever need might arise. 

The American Legion strongly believes in private financing when- 
ever obtainable. 

Mention has been made in these hearings of the extreme difficulty 
encountered in securing financing in remote areas. It would seem to 
us that building of homes in some areas would not be economically 
feasible. It appears to us also that it would render a disservice to 
veterans to encourage their construction of homes in locations, isolated 
areas, where they could not hope to dispose of them without sacrifice. 
They could be saddled with a debt burden they could not bear, or be 
faced with the alternative of defaulting on their loan. 

The American Legion does want the ‘small town and rural veterans 
afforded equal opportunity with city veterans to own their homes, and 
feels that if, within the structure of existing law the VA can effect 
this purpose, then the sooner the better with the present July 21, 1957, 
deadline staring World War II veterans in the face. 

Certainly as good a job needs doing in the small towns and rural 
areas as apparently has been done in the cities. Unless I have mis- 
understood the testimony, in excess of $100 million is available in the 
direct-loan revolving fund. If it is necessary to be used it should be 
where private financing is not available. 

We of the American Legion have confidence in the Veterans’ Ad- 
ministration. ‘We believe the Administrator of Veterans’ Affairs, if 
unhampered, will with the aid of his capable associates, do whatever 
is necessary to provide benefits established for veterans by law. 

As it appears, there are many counties in which neither VA nor 
VHMCP have had applications from veterans for loans, I am going 
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to ask that the American Legion magazine and the American Legion 
Auxiliary News give this publicity at once so that the 4 million mem- 
bers of our 2 organizations can let World War II veterans everywhere 
know they should exercise their rights soon if they want to and are 
able to. 

I might mention that these could be sparsely settled counties where 
there is no demand, and this might be because of the fact that existing 
housing is adequate. 

The American Legion has believed the VA loan program for World 
War II veterans should be extended for a further reasonable period, 
as Mr. Olson has told you. We hope no World War II veteran will 
be forced hurriedly into the purchase of a home which he could ill 
afford presently. 

Mr. Olson has said that one-third of the total housing in the coun- 
try is new GI housing. I do not know. Say it is. Then the impact 
on the national economy of the termination of the program on July 25, 
1957, the date before which all loans on homes for World War IT vet- 
erans must be closed, merits and I know will have this committee’s 
thoughtful consideration. 

We do not want to urge these veterans to buy homes now unless 
they can afford to do so, : and we need to know soon if the program will 
be terminated as scheduled. We need to be cagey in our publicity 
should there be a possibility of an extension of the present deadline. 

This committee’s vital interest in the program, its deep concern in 
it, will indubitably influence the orderly termination of the program 
in the best interest of the veterans and the country as a whole. 

Mr. Chairman, as an individual I ean see nothing in this bill that 
would benefit veterans particularly. I am no economist or loan au- 
thority. My knowledge is limited. Iam a service officer. The seem- 
ing purpose of this bill is shown on page 2, lines 3 to 6, to be to sta- 
bilize the price at which guaranteed home loans under section 501 of 
the Servicemen’s Readjustment Act of 1944 generally will be salable 
to investors upon a finding that private capital is available in the 
geographic area only at excessive discounts. 

I just ask myself if there is not some manner in which this could 
be done without using any part of the NSLI fund to do it. I think 
there must be. This bill would take up to one-fifth of the present $514 
billion in the fund to provide a further secondary market for GI loans. 
That would, as I see it, only release their mortgage money to private 
investors to reinvest as they saw fit, not necessarily in GI mortgages 
on homes. 

The Secretary of the Treasury would have to replace for his use 
otherwise the money taken from the fund which is now available 
to him. 

I thank you. 

Mr. Suurorp. Mr. Ayres, do you have any questions? 

Mr. Ayres. No questions. 

Mr. Suurorp. Mr. Weaver? 

Mr. Weaver. No questions. 

Mr. Oxson. Mr. Chairman, if there are no questions, then, of Mr. 
Stevens, Mr. John Mears, who is the assistant director of our eco- 
nomics division, will discuss H. R. 9288 and H. R. 9264 and related 


bills. 
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Mr. Suurorp. Mr. Mears, you may proceed. 

Mr. Mears. Mr. Chairman and members of the committee, I would 
like at the outset to express to you the appreciation of the American 
Legion for the opportunity of appearing before you this morning 
to give you our comments on the bills under consideration. 

H. R. 9288 and related bills would amend section 512 of title III 
of the Servicemen’s Readjustment Act of 1944, as amended. It is in- 
tended specifically to change the present procedure used in connection 
with the voluntary home mortgage credit program. 

When this program was initiated the American Legion gave its 
approval since we have never advocated competition by the Govern- 
ment with private lending institutions. We have not changed our 
policy, nor our approval of the program in theory. However, if the 
program in practice works to the material detriment of the veteran, 
the American Legion would of necessity have to change its position. 

Undoubtedly, some circumstances which are apparently not satis- 
factory have come to the attention of the sponsor of this bill, or it 
would not be before us. 

From the testimony already given to this committee, it appears that 
the problem centers around the mandatory requirement that. the Ad- 
ministrator refer all direct-loan applications to the voluntary home 
mortgage credit program before any action is taken by the Veterans’ 
Administration, together with subsequent processing delays. 

Also, complaints. concerning this program were brought to our at- 
tention from various parts of the country during the recent national 
rehabilitation conference held in Washington, D.C. These complaints 
concerned themselves with a practice of certain lenders who had loan 
applications referred to them under the voluntary home mortgage 
credit program, whereby the lenders charged substantial processing 
fees of the veteran and then turned the loan down in such a manner 
as to indicate bad faith. 

We hesitate to condemn a program because of a few individuals, but 
in view of the numerous complaints we feel some steps should be 
taken to guard against such a practice. 

The American | Legion’ s main concern is to see that as many eligible 
veterans as possible “obtain home financi ing. To this end we wish to 
see VHMCP and the Veterans’ Administration’s direct-loan program 
work in harmony so that the highest cumulative sum total of mortgage 
dollars possible will be made available to the market. 

At this point the American Legion is not positive as to what the 
best solution is, whether it will be administrative or otherwise. Cer- 
tainly we will be in favor of the solution which this committee believes 
to be the best after all of the factors are brought out and considered. 

H. R. 9264 and other related bills make several amendments to the 
loan provision of the title III of the Servicemen’s Readjustment Act of 

1944, as amended, and we will take them up one by one. Our position 
will be stated briefly herein and we will be glad to discuss any questions 
which may come up concerning any of the items. 

The first item would provide for reinstatement of entitlement for a 
loan as is now provided, but would extend the period for such rein- 
statement until January 31, 1965. 

The American Legion i is in favor of this amendment. The purpose 
of the loan provisions is to assist a veteran in obtaining a home. If he 
obtains a home and then loses it shortly thereafter through no fault 








MISCELLANEOUS BILLS 3167 


of his own the purpose of the program would be defeated. This 
umendment would cure this possible defect. 

The second item amends section 500 (c) so as to broaden the author- 
ity of the Administrator in obtaining information from a lender con- 
cerning any loan made. The American Legion is in favor of this 
amendment. 

The third amendment clarifies and removes any doubt as to the 
authority of the Administrator to determine the reasonable value of 
the subject matter‘of the loan. Presently, the value is determined by 
an appraiser designated by the Administrator, and some question has 
been raised as to the propriety of the Administrator in changing the 
appraiser’s figure. The American Legion has no objection to this 
amendment. 

The fourth amendment is identical to the third in the case of farm 
loans, and the American Legion has no objection to this amendment. 

The fifth amendment is the same with reference to business loans, 
and the American Legion has no objection to this amendment. 

The sixth amendment coordinates the penalty provisions with the 
last 3 mentioned amendments, and I might add it coordinates the 
language of the penalty provisions with the last 3 mentioned amend- 
ments, and the American Legion has no objection to this amendment. 

The seventh amendment is aimed at the practice of “selling an 
entitlement,” and the American Legion is in favor of this amendment. 
We do not condone any actions of a veteran which are improper. 

We feel that the loan assistance is for the veteran himself and no 
veteran should allow his entitlement to be used by a third party for 
their enrichment. 

The eighth amendment provides for the release of a veteran from 
any ultimate responsibility on a loan after the veteran has sold the 
property securing such loan. The beneficial financing of a GI loan 
is a major factor in the sale, and if a veteran will not let the purchaser 
assume the mortgage, he may find it more difficult to find a purchaser 
at the price he desires. We believe this amendment will alleviate 
this situation, and the American Legion is in favor of it. 

I would like to add at this time that we believe, as was testified 
to this morning, that this amendment would only relieve the veteran 
as to his responsibility to the Veterans’ Administration under the 
guaranty, but would probably not relieve any prior rights of a private 
lender to his claim upon the note secured by the mortgage. 

The ninth and last amendment coordinates the provisions concern- 
ing refinancing with those in amendments 3, 4, and 5, and the Ameri- 
can Legion has no objection. 

That is the conclusion of the formal statement. 

Mr. Suurorp. Mr. Mears, the American Legion would be opposed 
to relieving the veteran of his responsibility to an innocent third pur- 
chaser in the purchase of one of those mortgage notes, wouldn’t it? 

Mr. Mears. No, sir. 

I am not saying that we would be opposed to that, but what I am 
saying is that an amendment written into the law now, in my opinion, 
first of all, would only relieve veterans who have purchased a home 
prior to this amendment. It would only relieve theta of their ulti- 
mate responsibility on the note secured by the mortgage as to the 
Veterans’ Administration, 
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I do not believe it will impair any prior rights that the lender would 
have under the normal civil law of his right to go after any endorser 
or the maker of the note in proper order. 

Mr. Suvrorp. Do you have any idea, personal or otherwise, as to 
the effect it will have upon the loans or procuring of loans if the 
veteran is relieved of his responsibility ? 

Mr. Mears. Only to this extent, sir, that I would say that any vet- 
eran who is receiving compensation of some sort from the Veterans’ 
Administration, it would prohibit the Veterans’ Administration from 
recouping from that source or from that asset. And we have no 
objection to that. But I believe that the veteran would still be liable 
in the civil courts as the maker of the note if he had any other assets 
which the private lender might go after. And I don’t believe that 
this amendment woud cure that. 

Mr. Sxuvrorp. Do you suggest an amendment that would cure 
that? Or what is the attitude of the organization in regard to that? 

Mr. Mears. I think, to answer that question, I would have to give 
it some thought. At first blush I would say that I do not believe any 
amendment could cure any past contracts already signed because T 
think there would be a prohibition of it, that of the impairment of a 
private contractual right. But whether it could be done as to future 
contracts, I am afraid that isa legal question which I am not prepared 
to answer. 

Mr. Suvurorp. Mr. Edmondson, have you any questions ? 

Mr. Epmonpson. No questions. 

Mr. Suurorp. Mr. Ayres? 

Mr. Ayres. No questions. 

Mr. Suvrorp. I want to thank you gentlemen very much for your 
statement. Weappreciate your very fine statements. 

Mr. Orson. Thank you very much. 

Mr. Epmonpson. Mr. Conroy is the next witness. 

Mr. Conroy, would you give your name, please. 


STATEMENT OF J. ROBERT CONROY, ASSISTANT LEGISLATIVE 
OFFICER, NATIONAL LEGISLATIVE SERVICE, VETERANS OF 
FOREIGN WARS 


Mr. Conroy. My name is J. Robert Conroy, assistant legislative 
officer, national legislative service, Veterans of Foreign Wars. 

Mr. Chairman and gentlemen of the committee, Mr. Ketchum, the 
director of the national legislative service, regrets he is unable to be 
here for this hearing. 

The Veterans of Foreign Wars appreciate this opportunity to pre- 
sent their views on the various bills pertaining to the direct-loan pro- 
gram. Our organization has consistently approved the direct-loan 
program and all measures which have increased its effectiveness. 

We have mandates instructing us to support extension of the pro- 
gram and to increase the amount of money available for such purpose 
in order that veterans in remote areas, small towns or rural districts 
may not be deprived of the opportunity to build homes for their 
families. 

The national housing committee of the Veterans of Foreign Wars 
have always approved and advocated a use of a portion of the national 
service life insurance funds for such purpose. 
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Mr. Rains’ bill, H. R. 9136, would limit to 20 percent the amount of 
NSLI’s funds for such purpose by the Secretary of the Treasury 
through its agent FNMA, and it provides, in our opinion, adequate 
protection for the funds by its provision for the FNMA replacement 
of any loan in default by one eiieh is not in default. 

We have heard of veterans who have lost money in the loan guaranty 
program, but we do not know of any lender, seller, or builder who has 
lost money by his participation. That part of tthe NSLI funds used 
for purposes outlined in H. R. 9136 would earn a higher rate of interest 
than any other portion of the funds used for the purchase of Govern- 
ment bonds, and would wi so without dissipation of the funds. 

In our opinion, H. R. 9136 represents a sound investment proposal 
for the use of the NSLI eetae by the Secretary of the Treasury as 
trustee. Therefore, the Veterans of Foreign Wars approves in 
principle H. R. 9136. 

Mr. Teague’s bill, H. R. 9288, which makes mandatory the VA 
approval or rejection of an applic ation received after January 1, 1956, 
before referral to any other agency, is a measure which would insure 
proper consideration of an applic: ition without undue delay. The 
bill’s further provision to protect the veteran from being burdened 
with fees and charges not voluntarily paid by the seller or builder, 
even in areas where loan money is available, is also important. 

The Veterans of Foreign Wars believe H. R. 9288 is a good bill, and 
therefore approve it in principle. 

Mr. Edmondson’s bill, H. R. 9264, with its important provisions, we 
believe, should be approved. We have a mandate specifically covering 
section 1 which provides for an extension of the home loan program 
to January 31, 1965, in all cases in which the veteran has lost his 
property by reason of condemnation for public purposes, natural 
hazards, or other compelling reasons. 

Sections 2, 3, 4, 5, and 6 are needed provisions for clarification - 
present law. Section 7, which requires at the time of application for 
home loan a certification by the veteran that he intends to occ os 
the property as a home, and also the requirement that at the time of 
filing an application for a loan to alter or improve his home, the 
veteran certify that he occupies the property at the time of filing, are, 
we believe, for the protection of the veteran as well as the Government. 

Section 8, which relieves the veteran of all obligation of a loan if a 
qualified buyer contracts to purchase the property and assume full 
hability for repayment of the balance of the loan remaining unpaid, 
is, we believe, a very much needed protection for the veteran. There- 
fore, the Veterans of Foreign Wars approve in principle all the 
provisions incorporated in H. ‘R. 9264. 

Mr. Chairman, we are satisfied that this committee, through its 
investigation by its able staff and its intensive probe during this 
hearing, have available facts upon which to base a judgment. 

That concludes our statement, Mr. Chairman. 

Mr. Suvrorp (presiding). Thank you very much, Mr. Conroy. 

Mr. Ayres? 

Mr. Ayres. No questions. 

Mr. Suurorp. Mr. Weaver ? 
Mr. Weaver. No questions. 
Mr. Suvrorp. Mr. Conroy, just one question, or possibly two. 
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The VFW think that these discounts that are being charged probably 
have delayed and handicapped the direct-loan program. Is that not 
true? 

Mr. Conroy. Yes, sir; we feel sure of that. 

Mr..Suvurorp. That is one of the reasons for the delay or the appar- 
ent breakdown in the direct-loan program ¢ 

Mr. Conroy. Yes, sir; we feel pretty certain of that. 

Mr. Suurorp. That is all. 

Mr. Epmonpson. We certainly appreciate your coming up and 
testifying before the committee. 

We are sorry Mr. Ketchum could not be with us. 

Mr. Conroy. Thank you, Mr. Chairman. 

Mr. Epmonpson. Mr. Sweeney, I wonder if I could prevail upon you 
to come forward for an additional question or two. 

Mr. Sweeney. Yes, sir. 


STATEMENT OF THOMAS J. SWEENEY, DIRECTOR, LOAN-GUARANTY 
SERVICE, VETERANS’ ADMINISTRATION—Resumed 


Mr. Epmonpson. I was interested this morning in the testimony 
given by Mr. Sweeney as to the amount of money that would probably 
be available at the present rate of business on the part of this direct- 
loan program on June 30 at the end of the fiscal year. 

I think the figure was supplied to the committee of around $100 
million. 

Does that represent $100 million of the $150 million appropriation 
for this year? 

Mr. Sweeney. Yes. I think the figure that was given, $100 million, 
was understated, sir. 

Mr. Epmonpson. What is your more careful estimate then on the 
subject at this time? 

Mr. Sweeney. If you will indulge me, Mr. Chairman, I have a figure 
here that we have taken off. 

This is the projected figure, and I would like, for the record, to give 
you the analysis on it. 

Mr. Epmonpson. Fine. 

Mr. Sweeney. And without getting into a lot of factors now. 

There will be a total of $181,729,000 available if we did not make 
another loan today. 

Mr. Epmonpson. You mean if you did not make a loan after today. 

Mr. Sweeney. After today. 

Mr. Weaver. That is loans or commitments ? 

Mr. Sweeney. That is right. 

That comprises about $26,700,000 that is carried over from last year. 

As you recall, we made the loan commitments and the fatality— 
those have gone by the board. I mean for some reason or another, the 
veteran’s loan did not go through or was turned down for credit pur- 
poses or for other reasons. So that the loan commitment was canceled 
to date, up to date. 

Now. we have $100 million that we can draw from the Treasury this 
quarter and next quarter which Mr. Stone mentioned this morning. 
We have principal payments estimated—as you well know, we have 
or will have those in the revolving fund—of $12 million. We have 
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available the unallotted funds from last year, the principal repay- 
ments for the first half, and the Treasury advances, less sales, amount- 
ing to about $65 million. 

Mr. Epmonpson. Treasury advances less sales ? 

Mr. Sweeney. Less sales of loans. 

We can authorize, say, $50 million a quarter, but if we have some 
sales of loans, we sell our direct loans, we draw that much less from 
the Treasury. So up through the first quarter of 1956 we only drew 
$45,579,000 because we had about $414 million in sales. In other 
words, you see, when we have our authorization for a quarter, we can 
take the money that we got from previous sales and draw that much 
less from the Treasury. If we sold from the previous quarter $10 
million worth of loans we will take that $10 million and only draw 
$40 million from the Treasury. That is under the law. 

Mr. Epmonpson. Yes. So what is that figure again now / 

Mr. SwrEENnreyY. $45,579,000. 

Mr. Epmonpson. $45,579,000. 

And would you give me again the term that you apphed to that? 

Mr. Sweeney. | “beg your pardon ? 

Mr. Epmonpson. What is the term you applied to that sum again ? 

Mr. Sweeney. Treasury advances less sales. 

Mr. Epmonpson. Treasury advances less sales ? 

Mr. Sweeney. Yes, sir. 

Mr. EpMonpson. What you doing is, so far, you have given me the 
four items that enter into incoming money for loan purposes this 
year. Is that right? 

Mr. Sweeney. That is right; the $181,729,000. 

Mr. EpMonpson. These four items then should add up to what? 

Mr. Sweeney. You have got $65,571,000 available for Treasury 
advances less sales, including the $8 million carried over from last 
year— 

Mr. Epmonpson. Is that $45 million or $65 million ? 

Mr. Sweeney. $65,571,000 comprised of $45,579,000 ‘Treasury ad- 

vances less sales, $11 million principal repayments, or $ $1114 million, 
$8 million balance not allotted as of June 30, 1955. 

In other words, there was $65,571,000 available in the first half up to 
December from Treasury advances 

Mr. Epmonpson. What is this $8 million ? 

Mr. Sweeney. That is a carryover from last year unallotted. That 
was never allotted, sir. 

Mr. Epmonpson. Is that the figure that we have been talking about 
as $6 million? And is actually $8 million 

Mr. Sweeney. Yes, sir. As you well know, in adjusting these fig- 
ures out in the regional offices they pick up the odd items where they 
may have issued a commitment. It has actually been audited out 
there, instead of that $6 million reported, it is $8,434,000. There may 
be a few dollars picked up in that figure. 

Mr. EpmMonpson. What is your total outgo out of all these items of 
incoming money ¢ 

Mr. SwreNry. May I finish the total authorization? 

Mr. Epmonpson. You have got some more? 

Mr. Sweeney. I am giving you the figures. 
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This figure is $65,571,000. We have got $100 million for the 3 
quarters plus, and then the principal repayments we anticipate for the 
third and fourth quarters brings it up to $177 million. 

Mr. Epmonpson. What are the principal repayments estimated for 
the third quarter ¢ 

Mr. Sweeney. I would say about $514 million in the fourth quar- 
ter. We guessed $12 million. I would say $6.5 million in the fourth 
quarter, and $514 million in the third quarter for a total of $12 million 
for the second half. 

Mr. Epmonpson. You had already given us $12 million principal 
repayments once. Are you repeating it? 

Mr. Sweeney. I am repeating it. I am summarizing it. 

Mr. Epmonpson. It makes a total of $24 million in pr rincipal repay- 
ments for the year? 

Mr. Sweeney. $2314 million; that is right, sir. 

Mr. Epmonpson. All right, sir. 

Mr. Sweeney. That now w ould total $177 1% million. 

Mr. Epmonpson. Give me again just in figures the totals that you 
put together to get the $177 million, would you! 

Mr. Sweeney. All right ; $65,571,000. 

Mr. Epmonpson. All right. 

Mr. Sweeney. That comprises, I tried to explain, $4514 million 
drawn from the Treasury, $1114 million prepayments, and $8 million 
unallotted from last year. 

Mr. Epmonpson. All right. 

Mr. Sweeney. We have $100 million authorization for this quarter 
and next quarter. 

Mr. Epmonpson. All right. 

Mr. Sweeney. We have $12 million estimated repayments in the 
third and fourth quarters. 

Mr. Epmonpson. All right. 

Mr. Sweeney. That is $1771 million. 

Mr. Epmonpson. All right. 

I get $17714 million. 

Mr. Sweeney. Well, sir, you have got $65,500,000 ? 

Mr. Epmonpson. Yes. 

Mr. Sweeney. $100 million and $12 million ? 

Mr. Epmonpson. $12 million. 

Mr. Sweeney. $177 million. 

Mr. Epmonpson. $177,571,000. Is that right? 

Mr. Sweeney. That is right, $177 million. 

Mr. Epmonpson. All right, sir. 

Now do you have anything else to add to that during this year? 

Mr. Sweeney. Yes, sir. 

Mr. Epmonpson. What else? 

Mr. Sweeney. We have this mortality of the loan commitments of 
$26,735,000. 

Mr. Epmonpson. All right. 

Mr. Sweeney. Let me add this together here, and then we will de- 
duct the other. 

Now deduct the reservations to date. I find that some of these offices 
have made reservations of $22,577,000. That figure I gave you this 
morning about $15 million is understated by $7 million. The actual 

reservations to date are $22,577,000 through laa. 
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Mr. Epmonpson. All right. 

Mr. Sweeney. That will leave about $181 million. 

Mr. Epmonpson. You are right, $181,729,000 then available now. 

Mr. Sweeney. That is right, sir. 

Mr. Epmonpson. Or during the balance of the year. 

Mr. Sweeney. From here to June. 

Mr. Epmonpson. For direct loan purposes, 

Mr. Sweeney. That is right, sir. That comprises the recapture of 
last year’s money, $100 million for authorization, and the repayments. 

Mr. Epmonpson. Now of that $181 million how much additional do 
you expect to be committed and closed, both committed and closed 
during the remaining 314 months of this fiscal year? 

Mr. Sweeney. Well, Mr. Chairman, I have to hazard a guess. If 
we are continuing on making our referrals to the VHMCP as we have 
been doing, and let’s say we drop off this earmarking of one-third of 
the money for farm loans, and allowing for our processing time, I 
doubt whether we could commit and close more than $25 million be- 
tween now and June 30. 

Mr. Epmonpson. $25 million additional ? 

Mr. Sweeney. Yes, sir. 

Mr. Epmonpson. Well, you have gone through 

Mr. SwEeney. Seven months. 

Mr. EpMonpson. You have gone through eight. 

Mr. Sweeney. These are January 31 figures. 

Mr. Epmonpson. These are January figures. You have gone 
through 7 months with only $22 million reserved to date. And some 
of those presumably have not been closed, have they ? 

Mr. Sweeney. That istrue. Iam talking about loan commitments, 
because actual closing you couldn’t tie it in. 

Mr. Epmonpson. So the reasonable assumption would be that your 
rate for the next 5 months would not be much greater than it has been 
for the past 7 months, would it ? 

Mr. Sweeney. Well, if the applications are coming in at the same 
rate, I would say, speaking statistically and comparatively, maybe it 
would be less than $25 million. I think with the impetus in the 
springtime you always have a little jump. 

Mr. Epmonpson. Is there any chance that the hollering of this com- 
mittee might get a little more made in the next few months? 

Mr. Sweeney. I think psychologically it would have some effect. 
And I think that with the spring market coming that usually people go 
out and shop around, and there will be more requests than there are 
in the wintertime. 

Mr. Epmonpson. If we took this $25 million as a very optimistic 
figure on the likely additional reservations in this year 
Mr. Sweeney. We still have $145 million to go, or $155 million. 

Mr. Epmonpson. We would end up with $156 million on hand July 1 
for direct loans that has not been let out during this year. 

Well, we already have a lot of mad farm boys in this country. 
When they find that $156 million sitting up there in the Treasury 
there are going to be a lot more mad ones come July 1. 

Do you not agree with that statement ? 

Mr. Suurorp. I agree wholeheartedly. 

Mr. Epmonpson. I certainly appreciate your breaking it down and 
giving us the statistics on it, Mr. Sweeney. And I am inclined to 
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think, on the basis of what you have given us so far, that this $156 mil- 
lion is a conservative estimate and it will be more likely to be over $160 
million. 

Mr. Sweeney. I agree with you, Mr.Chairman. Ifthe applications 
do not come in and the loan commitments get down, maybe the figure 
might be $160 million. It could be. 

Mr. Epmonpson. Very easily. 

Do you have any comments, Mr. Weaver ? 

Mr. Weaver. No comments. 

Mr. Epmonpson. Do you have any ? 

Mr. Suvrorp. No comments. 

Mr. Epmonpson. I thank you very much. 

Are there any further witnesses to be heard by the committee ? 

Srarr Director. No, sir. 

Mr. Epmonpson. If not, the committee will entertain a motion to 
adjourn. 

Mr. Suvurorp. I move we adjourn. 

Mr. Weaver. I second it. 

Mr. Epmonpson. All in favor say “Aye.” 

The subcommittee is adjourned. 

(Whereupon, at 4:20 p. m., the subcommittee was recessed, subject 
to the call of the Chair. ) 
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USE OF NATIONAL SERVICE LIFE INSURANCE TRUST 
TO CREATE SECONDARY MARKET FOR HOUSING 
LOANS—DEFINING CERTAIN TERMS IN RELATION TO 
GI HOME LOANS—BARRING REFERRAL OF DIRECT 
LOANS TO VOLUNTARY HOME MORTGAGE CREDIT 
PROGRAM OR OTHER GOVERNMENT AGENCY 


WEDNESDAY, MARCH 21, 1956 


House or ReEepresenraAtIves, 
SUBCOMMITTEE ON HoUSING OF THE 
CoMMITTEE ON VETERANS’ AFFAIRS, 
Washington, D. C. 

The subcommittee met at 2:30 p. m., pursuant to adjournment, in 
the committee room of the House Committee on Veterans’ Affairs, 
Hon. Ed Edmondson (chairman of the subcommittee) presiding. 

Mr. EpMonpson. The Subcommittee on Housing will come to order. 

I understand that one of our witnesses is needed over on the Senate 
side, and I think we only have several questions to direct to him any- 
way. So I will ask Mr. Viner of VHMCP if he will take the stand 
and let us get his testimony out of the way. 


STATEMENT OF ARTHUR W. VINER, EXECUTIVE SECRETARY, 
VETERANS’ HOME MORTGAGE CREDIT PROGRAM, HOUSING AND 
HOME FINANCE AGENCY, WASHINGTON, D. C. 


Mr. Viner. Actually, Mr. Chairman, you could hear us both at 
once if you wanted. 

But what we have been doing: The VA of course has already in- 
formed you that we have cut down to a 20-working-day time limit. 

Mr. Epmonpson. Do you want to have Mr. Stone and Mr. Sw eeney 
sit in with you, then, on the VHMCP portion of the hearing? 

Mr. Viner. If they wanted to, I weil certainly be delighted, Mr. 
Chairman. 

Mr. EpmMonpson. We had some testimony the other day, Mr. Viner, 
as to the number of loans that have been committed under the 
VHMCP program. And I think there was testimony that they are 
now being committed at a rate equivalent to about $200 million a 
year, including not only referrals from the direct loan — but 
also other types of loans being made under the VHMCP program. 

Mr. Viner. That is correct, Mr. Chairman. 

Mr. Epmonpson. Now, could you at this time give the committee 
an figures as to the number of loans that have been closed under the 

CP program with referrals from the direct loan program ? 
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Mr. Viner. We do not keep any records beyond the point of com- 
mitment; so the only way I could find out the number of loans closed 

would be to try to get from the lender who have made the loans under 

the program a list or a summation of the dollar amount and number 

of loans closed that had resulted from referrals. 

Now, there is one problem there that might make it a little con- 
fusing, and that is that I am not sure how many of the lending insti- 
tutions distinguish between the VA direct and the others, and we 
might have to estimate there. 

Mr. Epmonpson. Since we have determined in previous hearings 
that there are a number of these commitments that are made that 
for one reason or another, either the fault of the lender or the fault 
of the seller or the fault of the borrower, do not result in closed loans, 
I think it is rather important to determine the number of closed 
loans as closely as we can determine it. 

So if you would, could you give us an estimate as to the number of 
closed loans at this time, to the best of your knowledge? 

Mr. Viner. I don’t think I could even give you an estimate. Our 
operating as a clearinghouse is such that when we have gotten the 
commitment, we have to assume that the lender is going to process the 
loan, having gone to all the work of inspecting the property and re- 
questing the appraisal, and so forth; that he is going to close the loan, 
unless something comes up to prevent it later. But I can try to find 
the best figures I can possibly get. I can’t guarantee it will be very 
soon. It will have to be done through the trade associations. 

Mr. EpMonpson. Will you supply that information to the committee 
by letter at the earliest possible dato? 

Mr. Viner. I will do so, yes, sir. I will be glad to. The best we 
can do on it, because it may not be quite what you have in mind. 

Mr. Epmonpson. I understand you have been in some discussions and 
negotiations with the VA, and that you have some agreements and 
some new procedures regarding VHMCP that could be of interest to 
the committee. Would you go into that ? 

Mr. Viner. Yes, Mr. Chairman. I would like to say at the outset 
that in my position as executive secretary of the national committee 
I cannot make policy for the national committee, which is meeting on 
Friday of this week. So they will be presented with all of the proposed 
lines of change in our procedures designed to make the processing more 
expeditious for all of our applicants, and particularly to eliminate 
some of the complaints which we have to recognize have had some 
validity to them in some cases. And we would like to eliminate as 
much as possible any of the difficulties that have been presented by this 
rather confusing and awkward joint processing system that we have 
with the VA. 

But we, as you know, have accepted the reduction of our time limit 
from 45 days to 20 working days on VA direct cases. 

Mr. Epmonpson. Was that by action of your committee ? 

Mr. Viner. That was of action of what you might call a rump session 
telephone vote. I got as many approvals as I could from the com- 
mittee. I was in New York visiting with some of the committee mem- 
bers, and with some of our major lenders at the end of last week. They 
all are aware of it and will do their very best to speed up the processing 
down to that time. 
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Also, Mr. Chairman, this is something that we would not work out 
with the VA, but that we are taking as our own responsibility. We 
are asking all of our lending institutions to make sure that where they 
operate through correspondence, which most of the big life-insurance 
companies, or the small ones too, and the savings banks, do, they 
process toward closing as fast as they can. In other words, when an 
application has been submitted to us, that commitment is not guing 
te a breathing spell, but rather just one phase of a long process of 
getting a loan, all the papers assembled, all the agreements made, and 
so forth, and that loan closed and dispersed as fast as possible. We 
are also asking the lending institutions to avoid using the veteran 
himself as in effect an agent for collecting the discount from the 
seller. If a discount is involved, we feel, as I think the committee 
made very clear in Staunton, that the discount should be obtained 
from the seller directly, and that the veteran, who is getting the house, 
and who is not paying the discount anyhow, should not be used as an 
agent. And to help that, we are changing our application form to 
include the name of the seller, broker, or builder, in the case, on the 
application form. I think that most of the lending institutions would 
rather go to someone in the business anyhow who understands the 
various technicalities of the loan process. And I think that will help, 
too. 

Mr. Epmonpson. I am glad to see you recognize the undesirable 
situation that we had, where the veteran was being compelled by the 
situation to remonstrate with the seller to try and get him to pay a 
discount for the loan. 

Mr. Viner. That is right. There is a parallel I think you could 
draw, Mr. Chairman, there, if you suppose that a sales contract on 
a house that a GI is going to buy has been written, and let us say 
that the price the seller and the buyer agree on is $12,000. And the 
CRY later comes in for $10,000. Then the seller is going to have 
to give up $2,000 of the price that he had hoped to get, if he wants 
to put the loan under GI. 

ay that is all done directly, without reference to the veteran 
himself. He is lucky in that case. 

In the case of a discount, since the veteran is not paying it, we feel 
very strongly, as I think the committee does, that the veteran should 
be out of the picture there. And we are going to do everything we 
‘an to remedy that situation. It is one that does not occur in a big 
building project, where the negotiations are doing directly with the 
builder long before anybody has actually bought a house. And in 
the case of existing houses, it is more difficult, and we think that by 
providing more information we can help the lenders to avoid that 
rather bad use of the veterans. 

Mr. Epmonpson. Of course, most of these loans are not in big 
building projects. 

Mr. Viner. Exactly. And this pinpoints that whole situation. We 
are going to do everything we can to prevent that from happening 
any more. 

We are also hoping, and I think that the lending institutions, the 
ones that I have talked to, since the various hearings that your com- 
mittee has held, are going to make sure that the correspondence with 
applicants by their correspondents is kept on a basis that is under- 
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standable and that is not going to lead to confusion on the part of 
the veterans, who is after all not an expert in the real-estate market, 
and try to get in clear English just what he is expected to do, in 
order to get his loan, and leave out some of the frills and confusing 
statements and sometimes statements that would lead almost anyone 
who read the letters to think that the company was doing something 
that wasn’t just quite right. We are going to try to see that they 
treat these people as people that are not their colleagues in a very com- 
plicated business but as people who have to have things eerie 
to them in clear English so that they can know just what to do, and 
it will eliminate some confusion there. 

We have also taken action with our own staff in a 2-day meeting 
to get rid of any extra work that is being done in our offices. We 
operate, as you know, on a very limited budget. This year’s budget 
requested just barely over half a million dollars to run 17 offices. 
We have now cut it down to 16 by merging 2. We have a very, very 
small staff. We have to pay postage, and our postage bill is very 
large. So we are trying to just do everything in the offices with one 
objective. That is to try to get the applications out immediately 
and get them back as soon as we possibly can, either committed or 
not committed, to avoid any delays within our time period. So that 
is another step we have taken. 

We have had many discussions, of which you have been told, with 
the Veterans’ Administration, to try to revise our joint procedures in 
such a way that we will be able to see that the money gets out faster 
and that the delays, if any, are eliminated as much as it is possible to 
do. 

Mr. Epmonpson. Have you discussed this problem before the com- 
mittee, of policy to be followed in entire counties, where there have 
never been any loans, and there where there is no evidence of interest 
as to loans? 

Mr. Viner. On that one, again, Mr. Chairman, we have coverage 
of every county inthecountry. AsI told you I think last Wednesday, 
in the Territory of Alaska, we have absolutely no VA coverage. And 
the VA, without agreement, is sending the direct loan applications, 
rather than ours, directly to the applicants. And all we get is the 
notice of how many applications they get each month. Because we 
are still trying to get some lenders to go into Alaska. Every other 
county in the country is covered. And obviously, if we find we are 
unable to place loans that would otherwise be qualified from any 
particular counties, we would be willing to take some kind of step that 
would enable the delay involved in getting our form out and then back 
with no results, to let the VA send the applications out direct. But 
there are no counties of that sort in the continental United States. 

There are a number of counties, again, where we have had no appli- 
cations. There are obviously some cases where we have had some 
applications which did not meet any lenders’ standards, and there- 
fore did not result in loans. But we have lenders willing to make 
loans in every county in the country. 

Now, on the proposed steps that we have been. discussing with the 
VA, I don’t know how you would like to handle this, because I think 
that we can all talk jointly or however you want us to do it, because 
we have been discussing these various steps. 
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Mr. Epmonpson. Do you have lenders willing to make loans at 2 
percent or less discount in every county in the United States! 

Mr. Viner. Yes. 

Srarr Drrecror. Mr. Chairman, when this matter was under dis- 
cussion a few days ago, I made a telephone poll of several regions in 
the country where we are somewhat acquainted with the loan guaranty 
officer, and asked them to recite to us their past year’s experience on 
this question of whether in this particular area there appeared to be 
any desire or any history which would indicate that Voluntary Home 
Mortgage was covering all the counties; or, conversely, could they 
name counties which in their opinion should be released if such a 
release process was established. And the answer that I got, without 
exception, was that they would refer to certain counties, that there had 
never been a loan, that they were quite certain from their conversations 
with the loan companies in question that they had no interest in mak- 
ing loans, and that on the positive side they could point to the fact 
that the pattern of loans that had been made ran to 3 or 4 of the larger 
towns in the area, and they had no idea that their local correspondents 
would ever make loans in certain of the named rural counties that were 
discussed. 

Mr. Epmonpson. In how many States did you do that? 

Starr Drrecror. I polled three regional offices. I simply did it by 
telephone between these hearings the other day. 

r. Epmonpson. In different sections of the country ? 

Starr Director. Different sections of the country, 2 in Texas, and 
1 out of Texas, where I knew the counties and had some idea of the 
geography and the loan companies, and so forth, involved. A typical 
situation would be that of Waco, Tex., 75,000, and then several towns 
in the 20,000 or 30,000 range and a number of very small poor east 
Texas counties. The history is that there are two lenders there active. 
They have placed several loans in several of the bigger towns. They 
have never placed a loan in these rural counties. And it is the impres- 
sion of the loan guaranty officer that they would not place loans in 
those areas, simply because they are poor backward rural counties, 
and that these folks do not have any interest in those counties. And 
he did express the opinion that by checking his loans, given a little 
time he could come up with an expression of his opinion of which 
counties could for all practical purposes be released, without it having 
any true effect on the program. 

Mr. Epmonpson. Well, I don’t think the two statements are irrecon- 
cilable. I think that Mr. Viner probably has companies that in prin- 
ciple are willing to make loans anywhere, but when it comes to actual 
application in the situation they do not find anybody applying that 
presents an attractive enough proposition to make a loan to that indi- 
vidual or that home that is involved in the loan. 

Starr Dmecror. That was recognized in putting the question to 
them, that he had to express it based on past operations. He could 
not do it any other way. He simply attempted to evaluate his situa- 
tion after a year or so of experience with it. It was not a question as 
to intent, particularly. It was a question of what has happened. 

Mr. Epmonpson. Mr. Viner, do you want to complete your state- 
ment as to what arrangements you made with Mr. Stone? 

Mr. Viner. Yes. I would like to comment on this recent discussion, 
though, to the effect that we have one step that we take. If the VA 











3180 MISCELLANEOUS BILLS 






reports to us that a county is not being amply covered, we will take 
steps immediately to try to bring more lenders in. And so far we 
have been very successful in doing that. 

I just want to make sure that my statement is understood. Every 
county in the country is covered, and if there is a loan available— 
if a loan is applied for on reasonable terms, which could be the maxi- 
mum terms, and if the quality of the applicant’s credit and income 
are satisfactory, and the quality of the property is satisfactory, a loan 
should be forthcoming, and has been in almost every county in the 
country, except for those where there have been very few applications, 
none of which met the standards, or where we have had no applica- 
tions, which is true in many rural counties where the population is 
actually declining. 

Now, if we do come across a situation, and if a situation of this 
sort is called to our attention, we certainly do not want to deprive the 
veterans there of getting loans as quickly as possible. And we would 
take an action similar to the action we have taken in Alaska, unless 
we could induce some lenders to come into that county. These lenders 
want to cover the country. So one of my main jobs for the past year 
has been to say, “We are not well enough covered in such-and-such 
area. Can you possibly come in?” And in general, we have been ex- 
tremely successful in doing that. 

Just to give you an illustration, when we started our operations 
we were very much concerned about the State of Kentucky, which 
was a traditionally high-volume State for the direct-loan program. 
The original listing of areas to be covered by the companies partici- 
pating, the lenders participating, in the program, did not give us 
very much coverage in Kentucky. We made a special effort in that 
State, and we brought in lenders willing to cover very heavily some 
parts of the State. Other parts of the State are covered amply for 
us to have a very good record throughout that State, which was one of 
the most difficult in the country. And we now have ample coverage 
in Kentucky, although of course we would like to bring in more of the 
local lenders. 

But certainly from the standpoint of cooperation with the VA, and 
with your objectives, which are the same as ours really, we would 
never try to hold a county up and just say, “We can do it,” when 
we really can’t do it. 

Would you like me to go on now ? 

Mr. Epmonpson. Please, if you will. 

Mr. Viner. On the proposals that we have here with the VA, we 
have not been informing the VA since the new procedure went into 
effect on October 1 of those cases which we have placed. 

We have a form No. 17, which is our advisory form for the Veterans’ 
Administration. When we took over the new procedure on October 1, 
whereby the applicant comes directly to us, the steps we take are: 
On the day that the ppemcainon comes to us, we send a notice to the 
VA saying, “We as of this date have received,” and it lists the names 
and addresses of the applicants who have come in to us on that day. 
Se the VA then can assign a priority to those applicants in case they 
are unable to get loans and there would be a waiting list, which is un- 
likely now. But at any rate, the veteran is assured of being placed 
on that list in proper time. 
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Now, we have not informed the VA since the new procedure went 
into effect of those cases where we have placed the loan. So that the 
only case where the VA got a form 17 was in the case where we were 
unable to place the loan. 

I have already agreed, since this was an administrative matter, that 
we will start sending form 17 on all cases, placed or not, as we did under 
the old procedure. It is going to be a heavy burden on our office, be- 
cause we are placing many more than we are terminating in some areas, 
In other areas it is about 50-50. So this will just about double the 
number of these forms that we will have to fill out. However, that 
is something that will help the VA I think to see what has happened 
to the cases that have gone out, that they have never heard about other- 
wise. 

Weare also going to instruct our regional offices when this procedure 
comes in to expedite all processing in their own office. Ifthey havea 
hopeless case as far as we are concerned after one or two referrals, 
it will go back to the VA promptly, as it has by rule before, but we are 
reiterating the same instructions: “As soon as you know you can’t 
place the loan, get it back to the VA, if it is a direct application.” 

Mr. Epmonpson. Is that a rule now that you are establishing, that, 
there will be no more than two referrals ? 

Mr. Viner. No, we are not making that rule, because if we can get 
more than that in under the time limit, and there seems to be reason- 
able hope of placing it, we will do it. As a practical matter, it will 
be difficult to get more than 2 referrals in under 20 working days. 
We don’t do any screening in our offices, you see, but leave that to the 
private lenders, so that we really can’t make a judgment ourselves, 
unless the case is obviously going to fail, in which case he probably 
won't get a direct loan either. So we have to take the lender’s word 
for it. 

Now, really this is something that should come from the VA, I 
think. The VA will be getting in touch with the people that we fail 
to find loans for. And I think I should leave that, Mr. Stone, to you. 

Mr. Stone. Go right ahead. 

Mr. Viner. All right. When the form VF-17 is received in the 
VA office saying we have been unable to place a loan and where the 
reason was not unwillingness to pay the legal 1 percent. fee plus the 
private lender’s closing costs, or where the seller was not unwilling to 
pay 2 percent or less discount, the VA would then send to the appli- 
cant the direct loan application forms. 

Now, we are also trying to think of ways of speeding up that proc- 
ess, so that there will be less time elapsed between the time when we 
have completed our processing and the VA is able to start its 
processing. 

We are going to do one other thing which I think should very 
greatly speed up the screening by the VA of applicants who have been 
rejected by our lenders for underwriting reasons, for insufficient in- 
come, inadequate credit, or poor quality property. We are asking our 
officers, as many have been doing already, though not enough, to be 
very specific in giving the reasons given by private lenders for rejec- 
tion of this sort of application. 
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We are also going to send to the VA one of the copies of our appli- 
cation form, so that the VA will have there with the form 17 on that 
particular case photograph of the property, the description of the 
property, and all of the other material on an applicant’s financial 
status, right there in front of him, and then the VA will be able to 
do some screening from our form without having to wait until its 
own application form comes in. These are refinements, really, that 
we probably should have thought about sooner, but we have been so 
busy trying to get things out and in that we haven’t been able to do 
it. I think that probably should continue to help the VA consider- 
ably, and we would be delighted to stick that form on there. 

Then there are certain cases where we do not operate. We do not 
handle farm loans, and in our discussions we have realized that the 
new legislation combined with the old has gotten us a little confused. 
And we are going to get a clarification to the national committee of 
just what the difference is between a farm loan and an acreage loan, 
or what have you, a loan where the predominant source of income for 
the applicant is not farm income. We do not handle farm mortgages. 
So those will be, as they should have been before, certainly, sent out 
as direct loan applications. Or if we find out we have gotten one that 
turns out to be a farm, we will immediately return the case without 
referring it tothe VA. We also of course do not take home improve- 
ment and repair loans, since those are not mortgages and are not 
handled by the same types of institutions generally. 

Anything where we can, we are going to streamline and cut out any 
excessive steps on our part, and I am sure the VA will do the same, 
and I think we can work out together a very good system. As far as 
I am concerned, I think we are very close. I think the national com- 
mittee will probably agree with most of the things that we have dis- 
cussed at its meeting on Friday. We are confining the whole discus- 
sion at the meeting to the various current issues of this sort. 

Mr. Epmonpson. Most of the things you have discussed are still 
subject to national committee approval ? 

Mr. Viner. From my point of view, they are. In other words, 
where it is a question of policy, I don’t feel that I am in a position, 
although I have had to do it a couple of times on various issues—I 
hate to take a position myself, when I am really just charged with 
administering the program, and then to have to take it back for con- 
firmation to the committee. Since they are meeting so soon, on Friday 
of this week, I would much prefer myself that any agreement we can 
come to be presented as recommendations or proposals for discussion . 
and approval by the committee, of which Mr. Sweeney is an advisory 
member, so that he of course will be present. 

Mr. Epmonpson. I wonder, Mr. Sweeney, or Mr. Stone, if you would 
care to comment on any of the material that Mr. Viner has covered. 




























































MISCELLANEOUS BILLS 3183 


STATEMENTS OF RALPH H. STONE, CHIEF BENEFITS DIRECTOR, 
DEPARTMENT OF VETERANS’ BENEFITS; THOMAS J. SWEENEY, 
DIRECTOR, LOAN GUARANTY SERVICE, DEPARTMENT OF VET- 
ERANS’ BENEFITS; CHARLES I. HOPKINS, ASSISTANT DIRECTOR, 
CONSTRUCTION AND VALUATION SERVICE, LOAN GUARANTY; 
ROY FUNK, ARCHITECTURAL ENGINEER, CONSTRUCTION AND 
VALUATION SERVICE, VETERANS’ ADMINISTRATION; AND 
PINCKNEY G. McELWEE, ASSOCIATE GENERAL COUNSEL, VETER- 
ANS’ ADMINISTRATION (LOAN GUARANTY) 


Mr. Srone. I think it is about all we can do at the present time, of 
course. Personally, I am still pressuring for that 1-percent discount. 
We are not in accord on that yet. Mr. Sweeney has been working 
with Mr. Viner. 

Did you want to add anything to it? 

Mr. Sweeney. No, I think that is a matter that, as Arthur says, is 
going to be taken up before the committee on Friday. 

Mr. Stone. We will have one vote there. 

Mr. Epmonpson. How many votes are there in all? 

Mr. Viner. I think it is 16. I haven’t counted up lately. But it 
isn’t done on that basis, Mr. Chairman. 

Mr. Epmonpson. Sixteen votes and the VA has one? 

Do you think there is a 50-50 chance of getting that discount down 
to 1 percent? 

Mr. Viner. I wouldn’t make any bets on that. 

Mr. Epmonpson. I wouldn’t, either. 

Do you have any questions, Mr. Christopher ? 

Mr. CuristorHer. No, except just the observation that I have never 
had that discount justified to my satisfaction, whether it is 1 percent 
or 10 percent. I just don’t think it ought to be. 

Mr. Epmonpson. Mr. Ayres, do you have any questions or com- 
ments ¢ 

Then I think as far as the VHMCP portion of the hearing is con- 
cerned, this will conclude the committee’s hearings at this point, and 
we will move on to the Wilmington matter. 

Mr. Viner, thank you for coming in. 

Mr. Viner. Thank you, Mr. Chairman. 

And when our document on this new procedure is prepared and sent 
to our regional committe officers I will send a copy to your committee 
for your files, so that you will see how we have implemetned the actions 
decided upon. 

Thank you very much for having me up here today. 

Mr. Epmonpson. Thank you. Without objection, the statement of 
George S. Goodyear will be made a part of the record at this point: 


STATEMENT OF GEORGE S. GooDYEAR, MEMBER, NATIONAL VOLUNTARY HOME 
MORTGAGE CREDIT COMMITTEE 


My name is George 8S. Goodyear and I am an active home builder in Charlotte, 
N. C. For the past 2 years I have been a member of the National Voluntary 
Home Mortgage Credit Committee. In addition, this year I am first vice presi- 
dent of the National Association of Home Builders and chairman of its division 
of governmental affairs. 
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I would like to express my personal view as a member of the national com- 
mittee in opposition to H. R. 9288 and identical bills which would prevent the 
Veterans’ Administration, in effect, from referring applications for VA direct 
loans to the voluntary home mortgage credit program. It is my opinion that 
the VHMCP has done an excellent job in carrying out the first organized private 
effort to provide financing in areas in which the VA direct-loan program has 
been operating. It should be permitted to continue this aid which both relieves 
the Government of a substantial direct expenditure and in large measure sup- 
plements the available appropriated funds for the direct-loan program. 

The committee has been presented extensive statistics on the program, I am 
sure. It seems to me one can hardly fail to be impressed by the fact that the 
VHMCP has placed 35 percent of all applications from direct loan seekers which 
compares favorably with the 59 percent placement in the direct loan program 
itself. Moreover, the VHMCP accomplishes a far-reaching purpose in proving 
to private lenders that loans in small towns or out-of-the-way areas are as 
sound as those, in the more metropolitan centers. I would certainly suggest 
that this committee permit the VHMCP to continue to receive and process 
direct loan applications from the Veterans’ Administration. 

On other measures now before this committee at these hearings, I may state 
that the National Association of Home Builders has no express policy. The 
association generally has supported the efforts of the voluntary home mortgage 
credit program and has encouraged members of the home-building industry to 
make fullest use of its facilities. The direct-loan program of the Veterans’ 
Administration is established in such a way that its use is usually confined to 
the building of one house by a single veteran and thus affects home building 
only to a very limited extent in providing financing for single family housing 
in more remote areas. 

I understand that H. R. 9136 would permit investment of funds from the 
national service life-insurance fund for the purchase of mortgages guaranteed 
under the Veterans’ Administration home loan guaranty program in areas 
where private capital is available only at excessive discounts. Generally, the 
home-building industry has been distressed by the heavy discounts charged in 
mortgage financing in the past year or more, particularly in areas more removed 
from the financial centers of the East. Whatever can be done to relieve this 
situation without injury to the integrity of the several funds administered by 
the Federal governmental instrumentalities would certainly be of benefit in 
the financing of more housing for the American people. 

With reference to H. R. 9264 and related proposals, amending the Service- 
man’s Readjustment Act of 1944, I should like to express the view of the in- 
dustry in support of these amendments. Our understanding is that their effect 
would be to change some of the technical provisions in the law to reinstate 
veterans’ entitlement due to loss of homes by public condemnation or other 
natural hazards, to provide for the acceptance of a substitute borrower en- 
abling a veteran to sell his home with a guaranteed loan and relieve himself 
further liability, and to substitute “the Administrator” in place of the present 
language of the law—“an appraiser designated by the Administrator’—in the 
provision establishing a procedure for determining reasonable value. 


(Whereupon, at 2:55 p. m., the hearing was closed.) 








